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REVENUE ESTIMATES 





REVENUE ESTIMATES - Introduction 


Overview 


The state budget for the 2001 biennium as enacted by the 
Fifty-sixth Legislature depends upon the current and future 
economic condition of the state, nation, and world. Rapidly 
changing technology, enhanced global economic 
interdependence, major changes in regional and 
international trade agreements such as NAFTA and GATT, 
and congressional response to our federal deficit, all have 
the ability to impact the state's economy more than ever 
before. Economic events occurring locally, as well as 
globally, affect tax receipts and influence the cost of goods 
and services purchased by state government. Because of 
these impacts, economic assumptions were clearly a vital 
consideration by the legislature in formulating the biennial 
budget. ‘ 


The key economic assumptions targeted as most affecting 
state government receipts and disbursements were: 
Montana wage and salary income, Montana population and 
employment levels, inflation rates, energy prices, and 
interest rates. 


These assumptions, plus numerous other less significant 
variables, were presented to the 1999 legislature via HJR 
2 in accordance with section 5-18-107(5)(b), MCA. This 
statute specifies that the Revenue Oversight Committee’s 
(ROC) estimate, as introduced in the legislature: 
“constitutes the legislature's current revenue estimate until 
amended or until final adoption of the estimate by both 
houses.” It is intended that the legislature's estimate and 
the assumptions underlying the estimates will be used by 
all agencies with responsibilities for estimating revenues 
or costs, including the preparation of fiscal notes. 


Legislative Revenue Adjustments 


The Fifty-sixth Legislature adopted HJR 2 with some 
modifications to the recommendations offered by the 
ROC. Table 1 shows the total impact of the amendments 
adopted by revenue category. For the three year period, 
fiscal 1999 through 2001, total general fund revenue 
estimates were increased by $116.6 million. 


Table | 
Revenue Estimate Adjustments 


56th Legislature 
In Millions 





Est 


imated 


Fiscal 1999 





Individual Income Tax 


Oil Price Revision 
Property Tax 
US Federal Royalty 
Oil Severance Tax 


Inheritance Tax 

TCA Interest Earnings 

All Other Revenue 
ARCO Distribution 
Fire Reimbursement 


Property Tax (Cyprus Mines Case) 
40 Mill Property Tax 
55 Mill Property Tax 


Tobacco Settlement 
Total Change From 


Revenue Oversight 
Committee 


$25.636 


(0.047) 
(0,182) 
(0.097) 


0.865 
1.189 


0.000 


$34.547 








3-Year 
Total 


Es timated 
Fiscal 2001 


Estimated 
Fiscal 2000 





$8.544 $8.064 $42.244 


(0.352) 
(0.417) 
(0,725) 


(0.318) 
(0.413) 
(0.656) 


(0.717) 
(1.012) 
(1.478) 
().702 


0.757 3.873 


2.505 


1.176 
1.088 


$45.180 $116.570 


$36.843 
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* 


HJR 2 Final Estimates . shown, along with projections for fiscal 1999 through 
2001. 


Table 2 shows the amended HJR 2 general fund revenue 
estimate by category. Actual fiscal 1998 collections are 


Table 2 
House Joint Resolution 2 


General Fund Revenue Estimates 


Figures In Millions 





: Actual Estimated Estimated Estimated Estimated Estimated 
Source of Revenue Fiscal 1998 Fiscal 1999 Fiscal 2000 Fiscal 2001 Fiscal 98-99 | Fiscal 00-01 


Individual Income Tax 444 161 472.703 475.087 496.634 916.864 972321 
Property Tax 202.351 205.547 209.910 218.959 428.869 
Corporation Income Tax 69.725 67.380 95.206 65.739 160.945 
Common School Interest & Income AL 136 41.43 42.65 42.583 85.240 
Permanent Trust Interest Earnings 40.746 40.528 41.022 41.94] 82.963 
Insurance Premiums Tax 36.813 37.445 38.629 39,226] 77.855 
All Other Revenue 25.428 Bh230 55.495 47.464) 102.959 
US Federal Royalty 22.241 19.039 18.492 18.245 36.737 
TCA Interest Eamings 18.247 17.425 14.621 14.733 29.354 
Inheritance Tax [S727 17.679 16.733 17.878 34.611 

Video Gaming Tax 12.256 12.748 13.389 14.030 27.419 
Motor Vehicle License Fee 10.778 10.95 11.19] l 8 22.59% 

| 











Institution Reimbursements 10.335 11.31 9.69 10.04 19,738 
Cigarette Tax 9.544 9.676 9.810 9.946 19.756 
Coal Severance Tax 8.849 8.854 8.480 8.041 16.521 
Oil Severance Tax 8.146 6.392 6.768 7.531 14.299 
Lottery Pro fit 6.564 5.424 6.537 6.464 13.001 
Liquor Excise Tax 6.412 6.517 6.628 6.744 1333/2 | 
Nursing Facilities Fee 6.200 6.090 5.981 5.874 11.855 | 
Telephone License Tax 5.773 6,052 6.344 6.650) 12.994 
Liquor Profits 5.400 5.582 5.667 5.754 11.421 
Electrical Energy Tax 4.402 4.564 4.567 4.606 Se 
Investment Licenses 4.086 4.393 4.691 4.978 9.669 
} Highway Patrol Fines 3.801 3.965 4.136 4.314 8.450 
Drivers' License Fee 2.828 2.846 2.242 oe 4.167 
Metalliterous Mines Tax 2.307 2.869 3.25 3.356 6.881 
Contractors Gross Receipts Tax Da9) 2s 3.176 3.520 6.696 
Railcar Tax 2.054 2.110 2.130 alas 4.283 
Tobacco Tax 1.779 1.882 1.995 2.116 4.11] 
Long Range Bond Excess 1.746 0.456 0.432 0.410 0.842 
Natural Gas Severance Tax ; 0.974 1.100 1.124 1.109 2.233 
Wine Tax 0.930 0.982 1.039 1.099 2.138 
Beer Tax 0.358 0.358} 0.362 0.366 0.728 
Vehicle Fee 0.000 0.000 0.000 0.000 0.000 























Total General Fund $1,034.382 $1,068. 122 $1,128,363 $1,125.835 $2, 102.504 $2,254.198 


| Residual Equity Transfers 
j Fund Balance Adjustments 








Total General Fund $1,034.382 $1,068. 122 $1, 128.363 $1,125,835 $2, 102.504 $2,254.198 
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It should be noted that the legislature discussed in detail funds in the revenue estimate for the 2001 biennium. The 
two significant emergent revenue issues shown in Table 3. combined impact of these two emergent revenue issues 1s 
By their formal actions, the legislature included the utility $96.8 million for the 2001 biennium. 


generation asset sale and “State Tobacco Settlement” 


Table 3 
Significant Revenue Issues 
Action By 56th Legislature 


Revenue Impact 
Revenue Issue Legislative Action Millions 


Utility Generation Assest Sale Included in Estimate $30.000 
State Tobacco Settlement Included in Estimate 66.837 


Totals $96.837 
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Impacts of Tax Policy Legislation enacted that impacts a given revenue source, the 
| cumulative impact of the bills is shown for each revenue 


Pe component. 
Table 4 shows the revenue impacts of legislation enacted P 


by the Fifty-sixth Legislature. If more than one bill was 


Table 4 
Revenue Legislation Impacts of 56th Legislature 


Total General Fund 
Figures In Millions 


Actual Estimated Estimated Estimated Estimated Estimated 
Source of Revenue Fiscal 1998 Fiscal 1999 | Fiscal 2000 Fiscal 2001 Fiscal 98-99 | Fiscal 00-01 


| Individual Income Tax i ; ; tO NBT 
Property Tax : 41. (58.035) 
Corporation Income Tax : (0.210) 
Common School Interest & Income . : 368 (0.519) 
Permanent Trust Interest Earnings 0 (0.395) 
Insurance Premiums Tax OOC I , (2.580) 
All Other Revenue 042 0.106 
US Federal Royalty 
TCA Interest Earnings a3 t (0.386) 
Inheritance Tax i : i (0.291) 
Video Gaming Tax : 0.094 
Motor Vehicle License Fee : 3 2.400 
Institution Reimbursements 
Cigarette Tax 
Coal Severance Tax 5 } (0.424) 
Oil Severance Tax O06 y s (1.624) 
Lottery Profit 
Liquor Excise Tax 
Nursing Facilities Fee 
Telephone License Tax : ; 26.470 
Liquor Profits 
Electrical Energy Tax ‘ 5.126 
Investment Licenses 
Highway Patrol Fines 1.216 
Drivers' License Fee 
Metalliferous Mines Tax A f ; (0.268) 
| Contractors Gross Receipts Tax 
Railcar Tax 
Tobacco Tax 
Long Range Bond Excess : (0.339) 
| Natural Gas Severance Tax 
Wine Tax 
Beer Tax 
Vehicle Fee 


Totas! General Fund ’ ; ($29.622) 


Residual Equity Transfers j : (3.616) 
Fund Balance Adjustments 


Total General Fund 
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Combined Revenue Estimates 


HJR 2/Other Legislation 


Table 5 shows the revised general fund revenue estimates 
by source which is merely HJR 2 estimates plus all 
legislation impacts. 


Table 5 
House Joint Resolution 2 Plus Legislation Impacts 
General Fund Revenue Estimates 


Figures In Millions 








Actual Estimated Estimated Estimated Estimated Estimated 
Source of Revenue Fiscal 1998 Fiscal 1999 Fiscal 2000 Fiscal 2001 Fiscal 98-99 | Fiscal 00-01 
































Individual Income Tax 444 161 472.703 475.637 496.720 916.864 972.358 
Property Tax 202.351 205.547 193.417 177.417 407.898 370.834 
Corporation Income Tax 69.725 67.380 95.101 65.634 137.105 160.735 
Common Schoo] Interest & Income 41 .13( 41.437 42 506 42.21 Pee 84.721 
Permanent Trust Interest Eamings 40.746 40.528 41.115 41.453 81.274 82.568 
Insurance Premiums Tax 36.813 37.445 38.629 36.646 74.258 TIQIS 
All Other Revenue 25.428 312235 SSDI 47.507 56.663 103.065 
US Federal Royalty 22.241 19.039) 18.492 18.245 41.280) 36.737 
TCA Interest Earnings 18.247 17.425 14.478 14.490 35.672 28.968 
Inheritance Tax [327 17.679 16,733 17.587 33.406 34.320 
Video Gaming Tax 12.256 12.748 13.389 14.124 25.004 29.513 
Motor Vehicle License Fee 10.778 10.957 12.39} 12.606 21-735 24.997 
Institution Reimbursements 10.335 11.314 9.697 10.041 21.649 19.738 
Cigarette Tax 9.544 9.676 9 810 9.946 19.220 19.756 
| Coal Severance Tax 8.849 8.854 8.309 7.787 17.703 16.097 
Oil Severance Tax 8.146 6.392 6.050 6.625 14.538 12.675 
| Lottery Profit 6.564 5.424 6.537 6.464 11.988 13.001 
Liquor Excise Tax 6.412 6.517 6.628 6.744 12.929 1B 372 
Nursing Facilities Fee 6.200 6.090 5.981 5.874 12,290 11.855 
Telephone License Tax S313 6.041 15,539 23.936 11.814 39.464 
Liquor Profits 5.400 5.582 5.667 5.754 10.982 11.421 
Electrical Energy Tax 4.402 4.564 6.268 8.031 8.966 14.299 
Investment Licenses 4.086 4 393 4.691 4.978 8.479 9.669 
Highway Patrol Fines 3.801 3.965 4.657 5.009 7.766 9.666 
Drivers' License Fee 2.828 2.846 2.242 13925 5.674 4.167 
Metalliferous Mines Tax 2.307 2.869 3.388 3225, 5.176 6.613 
Contractors Gross Receipts Tax 2.29) 2.573 3.176 3/520 4.864 6.696 
Railcar Tax 2.054 2.110 2.130 2153 4.164 4.283 
Tobacco Tax ggo) 1.882 1.995 2.116 3.661 4.111 
Long Range Bond Excess 1.746 0.456 0.261 0.243 2.202 0.503 
Natural Gas Severance Tax 0.974 1.100 1,124 1.109 2.074 2238 
Wine Tax 0.930 0.982 1.039 1.099 1.912 2.138 
Beer Tax 0.358 0.358 0.362 0.366 0.716 0.728 
Vehicle Fee 0.000 0.000 0.000 0.000 0.000 0.000 
Total General Fund $1,034.382 $1,068.11 1 $1,122.997 $1,101.590 $2,102.493) $2,224.576 
Residual Equity Transfers 0.000 0.000 (0.812 (2.803) 0.000 (3.616) 
| Fund Balance Adjustments 0.000 0.000 9.931 0.000 0.000 9.931 
Total General Fund $1,034.382 $1,068.11 $1,132.116 $1,098.786 $2,102.493 $2,230.891 


REVENUE ESTIMATES - Introduction 


Chart A shows the revenue contribution to the general fund 
account by the most significant revenue components. 
During the 2001 biennium, over 67.5 percent of total 
general fund revenue will come from income and property 
taxes while about 8.8 percent will be generated from 
investment earnings. Natural resource taxes are estimated 
to produce approximately 3.3 percent of total general fund 
revenue during the 2001 biennium. The information 
shown in Chart A illustrates the significant dependence the 
state has on income and property taxes to fund general 
government operations. In addition, the table below Chart 
A shows the general fund account will receive an estimated 
$196.2 million in the 2001 biennium from investment 
earnings. Although these revenues are due to the 
investment by the state of taxpayer dollars, these monies 
can be viewed as. taxpayer savings or relief. 


Without these revenues, the state would either have to cut 
services, increase other revenues, or a combination of 
both. 


Revenue Estimate Summary by Component 


The following is a complete “summary” of each general 
fund revenue source. Each “summary” provides 
information on the particular source of revenue including 
a description, applicable tax or fee rates, and distribution 
mechanisms. A legislation impact table (if applicable) is 
shown summarizing all bills that impact the particular 
source of revenue. A brief description of these bills is also 
provided. Finally, each “summary” includes a table and 
graph showing historical and projected collections for 
each general fund revenue source. 


REVENUE ESTIMATES - Introduction 


Chart A 
General Fund Revenue 
By Major Component 2001 Biennium 


Individual Income Tax 
$972.358 
43.7% 


Property Tax 
$370.834 
16.7% 


Corporation Income Tax 
$160.735 
7.2% 


Investment Earnings 
$196.257 ] 
8.8% . All Other 
Natural Resource Taxes | ase 
$74.355 16.8% 
3.3% Insurance Premiums Tax 
SiS 2I5 
3.4% 


X 








1999 2001 
Major Category Biennium Biennium 
Estimate Estimate 
Millions Millions 











Individual Income Tax 916.864 972.358 
Property Tax 407.898 370.834 -9.09% 
Corporation Income Tax 137.105 160.735 17.23% 
Investment Earnings 199.513 196.257 -1.63% 










Natural Resource Taxes 80.771 T2330 -7.94% 
Insurance Premiums Tax TA258 VIATO 1.37% 
All Other 286.084 374.762 | 31.00% 











Total General Fund $2,102.493 SoA STG 5.81% 
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Revenue Description 


The tax is levied against taxable income, which is defined 
as Montana personal income adjusted for exemptions and 
deductions. Once tax liability is determined, the amount 
of tax due is computed by subtracting allowable credits. 


Applicable Tax Rate(s) 
Tax rates vary from 2.0% to 11.0%, depending on the 
level of taxable income. Tax brackets, personal exemption 


amounts, and the standard deduction are adjusted by the 
rate of inflation 1n each year. 


Distribution 
All proceeds are deposited into the general fund. 
Summary of Legislative Action 


The narrative and Table 1 summarize the legislation 
passed by the 56th Legislature that impacts individual 
income tax collections. 


late filed tax returns, reports, or statements; and 2) 
provides uniform provisions for assessing penalty and 
interest for delinquent taxes and fees. It is expected that 
interest on income tax and other tax liability will increase 
general fund receipts by $19,406 in fiscal 2000 and by 
$155,250 in fiscal 2001. 


SB 424 — Beginning in tax year 1999, SB424 expands the 
household income threshold for eligibility for the elderly 
homeowner and renter property tax credit. SB424: 1) 
phases out the credit for claimants whose income is 
$35,000 or more; and 2) provides that the credit may not 
be claimed by a person whose household income is 
$45,000 or more. Gross household income may exclude 
the sale of a capital asset. Income tax collections are 
expected to be reduced by $69,000 in each year of the 
2001 biennium. 


HB 638 — Beginning in tax year 1999, HB638 provides an 
income and corporation tax credit for increases in 
qualified research expense and basic research payments 
for research conducted in Montana. The credit is 
determined in accordance with section 41 of the Internal 
Revenue Code, 26 U.S.C. 41 (with modifications). 


Table 1 
Individual! Income Tax -- Legislation Passed by 56th Legislature 
Es timated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


HB 132 
DOR 


SB 424 Revise elderly homeowner and renter credit 


HB 638 


Total Estimated General Fund Impact 


HB 132 — Beginning in tax year 2000, HB132 simplifies 
the determination of penalty and interest applied to taxes, 
fees, and other assessments collected by the Department 
of Revenue under Titles 15 and 16, MCA. The bill: 1) 
. provides uniform provisions for assessing penalties for 


Standardize penalty and interest on late and delinquent taxes collected 





Est Gain/Loss-------- 
FY2000 FY2001 


$19,406 $155,250 


(69,000) (69,000) 


Provide a tax credit for qualified research expenses 0 0 


($49,594) $86,250 


Qualified research expenses are defined as amounts paid 
by the taxpayer in a tax year for in-house research 
expenses and contract research expenses. The credit, 
while applicable to income tax liability, is expected to be 
taken only by corporations. Thus there is no fiscal impact 
on income tax collections. 


INDIVIDUAL INCOME TAX 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the individual income 
tax. 


Total General Fund GF 


Collections 


Collections 


Millions 


141.420747 
134.987298 
146.036286 
143.803751 
151.800311 
170.346345 
181.057157 
172.216130 
194.676947 
243.768721 
265.5398 14 
279.642960 
282.960086 
321.538093 
356.986934 
345.643403 
371.902909 
383.091612 
406.275740 
444.160729 
472.703000 
475.637000 
496.720000 


Millions 


125.864466 
120.138695 
129.972295 
127.985390 
135.102282 
151.608247 
161.140870 
153.272356 
173.262483 
219,241292 
238.963596 
252.230465 
258.216424 
293.564151 
326.187735 
315.677433 
339.939156 
350.161013 
371.275410 
444160729 
472.703000 
475.637000 
496.720000 


Percent 
Change 


-4.55% 
8.19% 
-1.53% 
5.56% 
12.22% 
6.29% 
-4.88% 
13.04% 
26.54% 
9.00% 
5.55% 
2.37% 
13.69% 
11.11% 
-3.22% 
7.69% 
3.01% 
6.03% 
19.63% 
6.43% 
0.62% 
4.43% 
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@ Total © General Fund 
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Revenue Description 


Montana law requires counties to levy a county 
equalization levy of 55 mills against all taxable value ina 
county. The state levies a statewide equalization levy of 
40 mills against taxable value of all property in the state. 
Except for agricultural land and timberland, taxable value 
is defined as the market value of statutorily defined 
property times a statutory tax rate. Property valued at 
market value includes residential and commercial 
property, personal property, utility property, railroad and 
airline property, livestock, and mineral net proceeds. 
Agricultural land and timberland are valued on a 
productivity basis. The revenue from the property tax 
depends on the underlying value of the property, legislated 
tax rates as well as state and local mill levies. Prior to 
fiscal 1996, revenue from the county equalization levy and 
the statewide levy was deposited in the school equalization 
account (SEA) and used exclusively for support of public 
schools. Senate Bill 83, passed by the 1995 legislature, 
revised laws concerning dedicated revenue and 
appropriations. Property tax receipts, while still used for 
support of public schools, are deposited in the general 
fund, beginning in fiscal 1996. 


Beginning in fiscal 1997, statute requires the boards of 
county commissioners in the five counties where colleges 


of technology reside, to levy 1.5 mills for deposit in the 
state general fund. In addition to the tax on property, this 
revenue component includes collections from "non-levy" 
sources, which are distributed on the basis of mills levied 
by taxing jurisdictions. These non-levy sources include 
the local share of the oil and gas production tax (formerly 
the local government severance tax and net proceeds tax), 
vehicle fees, coal gross proceeds taxes, the local share of 
the state corporation license taxes, and other smaller 
revenue sources. 


There are two additional property tax assessments; 
however, they do not contribute to general fund income: 
1) a statewide 6-mill university levy used to provide 
university system funding, and 2) a twelve-county, 9-mill 
welfare levy. 


Applicable Tax Rate(s) 
Varies according to property classification. 
Distribution 


All property tax receipts are deposited into the general 
fund, except revenue associated with the university and 
welfare levy. 


Distribution Pattern of Non-levy Revenue to State Accounts 
Current Law for Fiscal 1999 - 2001 


Non-levy Revenue Source 


Corporation Tax - Financials 
Vehicle Fees 
Oil & Gas Production Tax 
| Coal Gross Proceeds 
Personal Property Reimbursements (HB20) 
Other Non-levy 


Legislative Fiscal Division 


55 Mills 


Yes 
Yes 
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Account Type 


40 Mills 6Mills 9Mills 1.5 Mills 


No 








PROPERTY TAX 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the S6th 
legislature that impacts property tax collections. A brief 


Power Company electrical generating assets to 
Pennsylvania Power and Light. It is assumed that the sale 
will be completed before January 1, 2000, and that the 
value established for property tax purposes on that date 
will be the sale value of the assets, which is approximately 


narrative describing each bill follows Table 1. 


Bill No. 


HB 128 
HB 174 
HB 418 
HB 479 
HB 513 
HB 669 
ep iT! 
SB 184 
SB 200 
SB 487 
SB 260 


Table 1 


Property Tax -- Legislation Passed by 56th Legislature 
Estimated General Fund Impact for the 2001 Biennium 


Short Title 


Generally revise taxation of telecommunications 

Generally revise taxation of electrical generation facilities 

Clarify tax exemption for certain fraternal organizations 

Revise airline valuation for tax purposes 

Large agricultural land not included in exempt charitable property 
Clarify and revise tax valuation of rail transportation property 
Exempting intangible personal property from taxation 

Generally revise property tax law ; 

Stimulate economic growth and business retention; revise class 8 pro 
Clarify oil equipment is a class 8 

Reduce the taxes on light vehicles and fleet vehicles 


FY2000 


$0 

0 
(3,080) 
(18,690) 


(7,275,141) 

(3,914,700) 
74,794 

(5,330,000) 


FY2001 


($4,523,863) 
(6,142,829) 
(3,080) 
(27,573) 
5,957 
(53,590) 
(300,000) 
(8,509,874) 
(10,632,000) 
74,794 
(11,430,000) 


Total Estimated General Fund Impact 


HB 128 — Beginning in tax year 2000, HB 128 removes 
centrally assessed telecommunications property from class 
9 (utilities), places it in a new class of property (class 13), 
and applies a tax rate of 6 percent. This property is 
currently taxed at a rate of 12 percent. Rural 
telecommunications property is removed from class 7, 
where it was taxed at 8 percent, and placed in class 5, 
where it will be taxed at 3 percent, beginning in tax year 
2000. 


HB 174 - Beginning in tax year 2000, HB 174 removes 
centrally assessed electrical generation property from class 
9 (utilities) and places it in a new class of property (class 
13) and applies a tax rate of 6 percent. This property is 
currently taxed at a rate of 12 percent. It is unknown 
whether this property will continue to be centrally 
assessed tn the future. 


The estimates of the HB 174 property tax loss in Table 1 
reflect an assumption about the upcoming sale of Montana 
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($16,493,151) ($41,542,058) 


1.5 times its current value for property taxes. As a result, 
the revenue loss to state and local jurisdictions is 
estimated be around 25 percent, in spite of the tax rate 
falling by 50 percent. If the sale does not take place in 
calendar 1999, the result will be a larger revenue reduction 
than reported in Table 1. 


HB 418 — Effective March 29, 1999 and applicable to tax 
years after December 31, 1998, HB 418 clarifies the 
exemption from property taxes for buildings and personal 
property of a society or organization of honorably 
discharged United States military personnel. Property tax 
revenue loss is expected to be around $3,000 each year of 
the biennium. 


HB 479 - Applicable retroactively to newly acquired 
aircraft and equipment acquired after December 31, 1996, 
and to property tax years beginning after December 31, 
1998, HB 479: 1) revises the valuation for tax purposes 
of newly acquired aircraft and supporting equipment 





PROPERTY TAX 





acquired by certain scheduled airlines; and 2) provides 
definitions of "newly acquired aircraft" and "newly 
acquired equipment". The bill is expected to decrease 
state property tax revenue by $18,690 in fiscal 2000 and 
by $27,573 in fiscal 2001. 


HB 513 - Beginning in tax year 2000, HB 513: 1) 
provides that agricultural property that 1s used to produce 
unrelated business taxable income does not qualify as 
property used purely for public charitable purposes of 
qualifying for a property tax exemption; and 2) revises the 
definition of "institutions of purely public charity". The 
revenue loss to the general fund is estimated to be $6,000 
in fiscal 2001. 


HB 669 - Applicable retroactively to tax years beginning 
after December 31, 1998, HB 669: 1) revises and clarifies 
the valuation of railroad transportation property for the 
purposes of property taxation; 2) specifies the methods to 
be used by the department of revenue in the valuation of 
railroad transportation property; and 3) _ provides 
definitions. The general fund revenue loss is expected to 
be $26,334 in fiscal 2000 and $53,590 in fiscal 2001. 


SB 111 - Beginning in tax year 2000, SB 111: 1) exempts 
intangible personal property from property taxation; 2) 
phases in over 3 years the exemption for intangible 
personal property that 1s centrally assessed; 3) requires the 
Department of Revenue to adopt rules that specify the 
valuation methodology for intangible personal property 
owned by centrally assessed companies; and 4) requires 
the Department of Revenue to report on intangible 
personal property annually to the Revenue and Taxation 
Committee and to the legislature in 2001. SB 111 is 
expected to reduce general fund property tax revenues by 
$300,000 in fiscal 2001. 


SB 184 — Three changes approved in SB 184 will affect 
valuation of much of the real estate property in each taxing 
jurisdiction in the state. Beginning in tax year 1999, SB 
184: 1) phases-in the 1997 reappraisal of residential, 
commercial, agricultural and timberland property; 2) 
phases-in a reduction in the tax rate applied to this 
property; and 3) establishes homestead and commercial 
real estate exemptions. 


The 1997 legislature in SB 195 required’a phase-in of the 
1997 reappraisal over a 50 year period. SB184 reduces 
this phase-in period to 4 years beginning in tax year 1999. 
The difference between the reappraised value ofa property 
and its tax year 1998 value will be phased in at 25 percent 
per year until it is fully effective in tax year 2002. The 
next reappraisal will be phased-in at 1/6 each year, 
beginning January 1, 2003. 


SB 195 applied a phase-in rule for properties that rose in 
value and that fell in value as a result of the 1997 
reappraisal. Ina case settled in 1999, Roosevelt v State of 
Montana, the Supreme Court ruled that a valuation phase- 
in rule for properties that fall in value is unconstitutional. 
As a result the phase-in rule in SB 184 applies only to 
those properties that rise in value. Properties that fall in 
value will be valued at their new appraised value 
immediately in tax year 1999. The fiscal impact 
associated with SB184 in Table | reflects both the impact 
of the Roosevelt decision and the impacts of SB 184. 


SB 184 reduces the tax rate applied to class 4 (residential 
and commercial real estate) property. The class 4 tax rate 
is lowered to 3.7105 percent for tax year 1999 and 1s 
adjusted downward each year by 0.0835 percentage points 
until the rate reaches 3.46 percent in tax year 2002 and 
beyond. Since the rate for class 3 property (agricultural 
land) is equal in law to the rate on class 4 property, the 
class 3 rate will fall also. The tax rate on timberland 1s set 
at 0.79 percent for tax year 1999, and is lowered by 0.11 
percentage points each year until it reaches 0.35 percent in 
tax year 2003 and beyond. 


The 1997 reappraisal increased the statewide average 
value of residential property by 44.2 percent, the average 
value of class 4 commercial property by 24.1 percent, the 
average value of agricultural property by 6.9 percent, and 
the average value of timberland property by 128.1 percent. 
In order to forestall increases in the property tax bills 
applied to most home and business real estate, SB184 
established a homestead exemption and a “comstead” 
exemption in the following magnitudes: 


PROPERTY TAX 


Residential Property Exemption 


Tax year 1999 16.0 percent 
Tax year 2000 23.0 percent 
Tax year 2001 27.5 percent 
Tax year 2002 33.0 percent 


Commercial Property Exemption 


Tax year 1999 6.5 percent 


Tax year 2000 9.0 percent 
Tax year 2001 11.0 percent 
Tax year 2002 13.0 percent 


The exemption percent applies to the phased-in 
reappraised value of the property. The homestead 
exemption applies to all residential property, including 
vacant residential lots and rental multifamily dwellings, 
and the comstead exemption applies to all class 4 
commercial property, including vacant commercial lots. 
The homestead exemption, combined with the class 4 tax 
rate reduction, was designed to more than offset the 
upward impact of reappraisal on the average homeowner 
in Montana. 


SB 184 also requires that the valuation of land be tied to 
the valuation of improvements on the land. If the land is 
appraised at less than 75 percent of the appraised value of 
the improvements on the land, then the land 1s valued at its 
appraised value. If the appraised value of the land exceeds 
75 percent of the appraised value of the improvements, 
then the land 1s valued at 75 percent of the appraised value 
of the improvements. 


SB 200 — Beginning in tax year 2000, SB 200: 1) reduces 
the tax rate for business equipment (class 8) from 6 
percent to 3 percent; and 2) establishes an exemption from 
class 8 property taxes for owners with business equipment 
valued at $5,000 or less. The rate reduction to 3 percent 
for class 8 property will remain in effect until January 1, 
2004. At that time, and for each year in the future, the rate 
will remain at 3 percent unless in any year the observed 
year over year inflation-adjusted growth in Montana wage 
and salary income is at least 2.85 percent. If this condition 
1s met, then the class 8 tax rate will fall by 1 percentage 
point per year until the tax rate reaches zero. 
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SB 200 also phases-in the elimination of the tax rate for 
livestock (class 6 property) from its current rate of 4 
percent. The tax rate applied to class 6 will be 3 percent 
in tax year 2000, 2 percent in tax year 2001, 1 percent in 
tax year 2002 and 0 percent in tax year 2003 and beyond. 


SB 487 — Beginning in tax year 1999, SB487 clarifies that 
skidable, portable, or movable o11 field equipment is class 
eight equipment for property tax purposes. Some of this 
property under previous law was classified as class 4 
property. The fiscal impact of moving this equipment to 
class 8 was estimated to be a general fund revenue 
increase of $75,000 per year. However, the tax rate of 
class 8 property was dropped from 6 percent to 3 percent 
by SB 200. As a result the revenue loss is expected to be 
minimal. 


SB 260 — Beginning January 1, 2000, the tax rate on light 
vehicles will drop from 2 percent of the depreciated 
vehicle value to 1.4 percent of the depreciated vehicle 
value, a 30 percent reduction. For tax years 2001 and 
beyond, the tax rate will be adjusted downward to prevent 
increases in statewide taxable value of motor vehicles 
from generating additional revenue statewide. 


SB260 increases the local option motor vehicle tax from 
0.5 percent to 0.7 percent beginning January 1, 2000. 
Counties, with voter approval, may increase the local 
option tax, and if all should do so, the additional revenue 
will amount to around $7 million per year, split between 
county and city governments. 


SB260 alters the distribution of motor vehicle tax revenue. 
The share of motor vehicle tax revenue distributed to the 
district courts was increased to 10 percent from 7 percent. 
The remaining revenue will no longer be distributed to the 
statewide 40 mill equalization levy or the university 6 mill 
levy. The share of the motor vehicle revenue formerly 
captured by these levies will be distributed to all 
remaining state and local levies. The two state levies (46 
mills) represent approximately 12 percent of the average 
consolidated levy in the state. Thus, the revenue loss to 
the remaining levies will average 20 percent in a full fiscal 
year. 


The state will reimburse motor vehicle revenue losses to 
the general fund of all school districts’ to fiscal 1999 
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levels. The first payment of $2.2 million will take place 
in fiscal 2001. 


HB 540 — At the election in November of 2000, HB 540 
submits to the qualified electors of Montana a proposal to 
switch from a tax based on the value of a light vehicle to 
a flat fee based on the age of the vehicle. Light vehicles 
are defined as all cars and trucks under one ton. Under HB 
540, the registration fee on light vehicles that are 4 years 
old or less would be $195, five to ten years old would be 
$65, and 11 years or older would be $6. The proposal 
provides for a 24-month vehicle registration. Counties 
may continue to impose a local option tax of up to 0.5% of 
the value of the vehicle, or, with voter approval, impose a 


flat fee on top of the registration fee. 


Fiscal 
Year 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


Total 


Collections 


Millions 


0.000000 

0.000000 

0.000000 

0.000000 

0.000000 
128.445172 
133.608178 
134.707251 
128.225413 
111.111138 
114.444609 
113.238133 
177.024885 
207.083963 
208.542246 
203.356534 
206.856660 
205.111108 
209.598273 
202.350380 
205.546534 
193.417081 
177.416627 


General Fund 
Collections 


Millions 


0.000000 

0.000000 

0.000000 

0.000000 

0.000000 
128.445172 
133.608178 
134.707251 
128.225413 
111.111138 
114.444609 
112.374543 
176.154583 
206.138029 
207.646372 
202.381945 
205.842671 
204.082588 
209.284365 
202.350380 
205.547000 
193.417000 
177.417000 


GF 
Percent 
Change 


Not App. 
Not App. 
Not App. 
Not App. 
Not App. 


4.02% 
0.82% 
-4.81% 
-13.35% 
3.00% 
-1.81% 
56.76% 
17.02% 
0.73% 
-2.54% 
1.71% 
-0.86% 
2.55% 
-3.31% 
1.58% 
-5.90% 
-8.27% 


Millions of Dollars 
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None of the registration fees would be distributed to the 95 
mills for schools, 6 mills for the university system, or mill 
levies for public assistance programs in state-assumed 
counties. The school district general fund will be 
reimbursed up to the amount of motor vehicle fees 
deposited in the district general fund in FY 1999. HB 540 
directs that the registration fee be deductible against state 
income taxes. The new registration fee would most likely 
not be deductible against federal income taxes. 


The proposal will be on the ballot in November 2000. If 


approved by the electorate, the new fee structure will be 
effective on January 1, 2001. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for property tax. 


‘Property Tax 





Fiscal Year 





@ Total @ General Fund 











CORPORATION INCOME TAX 





Revenue Description 


The corporation income tax is a license fee levied against 
a corporation's net income earned in Montana. The 
corporation income tax 1s imposed on corporations that, 
for reasons of jurisdiction, are not taxable under a license 
tax. The revenue from Montana’s corporation license tax 
is closely correlated with profits from corporations in the 
rest of the country. Additional factors that affect 
corporation license tax receipts include tax credits and the 
audit efforts by the Department of Revenue. As with 
individual income tax, all forecasts are adjusted for 
allowable credits. 


Applicable Tax Rate(s) 


The tax rate 1s 6.75 percent, except for corporations 
making a "water's edge" election (see 15-31-322, MCA), 
which pay a 7.0 percent tax on their net income. 


Distribution 


All corporation taxes are distributed to the general fund 
except for the tax levied on financial institutions. Eighty 
percent of the corporation taxes collected from financial 
institutions (excluding collections from the surtax imposed 
for tax years 1992 and 1993) is distributed to local 
governments in the county in which the financial 
institution 1s located. 


Table 1 


The remaining twenty percent of corporation taxes 
collected from financial institutions is allocated to the 
general fund. 


Summary of Legislative Action 


The narrative and Table 1 summarize the legislation 
passed by the Fifty-sixth Legislature that impacts 
corporation income tax collections. 


HB 638 — Beginning in tax year 1999, HB638 provides an 
income and corporation tax credit for increases in 
qualified research expense and basic research payments 
for research conducted in Montana. The credit is 
determined in accordance with section 41 of the Internal 
Revenue Code, 26 U.S.C. 41 (with modifications); 
Qualified research expenses are defined as amounts paid 
by the taxpayer in a tax year for in-house research 
expenses and contract research expenses. The credit is 
expected to be taken only by corporations. The reduction 
in corporation tax collections is expected to be $105,000 
in each year of the 2001 biennium. 


Revenue Projection 


The table and graphic on the following page present the 
historical and projected revenue collections for the 
corporation income tax. 


The legislature included a one-time capital gain of $30 
million in fiscal 2000 as a result of anticipated sale of 
Montana Power Company assets. 


Corporation Income Tax — Legislation Passed by 56th Legislature 
Fs timated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


HB 638 Provide a tax credit for qualified research expenses 





FY2000 FY2001 


($105,000) ($105,000) 
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Total General Fund GF . 
Fiscal Collections Collections Percent 
Year Millions Millions Change. 





1979 36.091654 32.121572 

1980 45.623189 37.071861 15.41% 
1981 52.900964 43.057581 16.15% 
1982 44.630472 36.482257 -15.27% 
1983 35.830832 28.832742 -20.97% 
1984 35.396240 28.573417 -0.90% 
1985 62.609205 50.976990 78.41% 
1986 58.584784 47.121070 -7.56% 
1987 34.566361 27.371125 -41.91% 
1988 46.200104 37.584806 37.32% 
1989 56.139749 46. 152627 22.80% 
1990 80.315504 67.087905 45.36% 
199] 70.784279 56.006784 -16.52% 
1992 57.682672 47.027797 -16.03% 
1993 85.054483 70.003987 48.86% 
1994 68.871909 53.996713 -22.87% 
1995 75.519940 57.425136 6.35% 
1996 75.761891 59.336677 3.33% 
1997 81,999138 64.078549 7.99% 
1998 77.928498 69.724680 8.81% Fiscal Year 
1999 76.622000 67.380000 -3.36% poo a = -} 
2000 104.139000 95.101000 41.14% Total ~@ General Fund 
2001 74.750000 65.634000 -30.98% a Leeevdiihateene 





Millions of Dollars 
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COMMON SCHOOL INTEREST AND INCOME 


Revenue Description 


Lands granted by the federal government to the state for 
the benefit of public schools generate income. Prior to 
fiscal 1996, this income was deposited in the SEA. 
Beginning in fiscal 1996, this income was deposited in the 
general fund, as mandated by SB 83, passed by the 1995 
legislature. The public schools land produces revenue 
through rents or crop shares for agricultural purposes, 
royalties from the sale of mineral rights, and sales of 
timber. After deducting 2.5 percent of the revenue 
(excluding timber sale revenue) for use by the Department 
of Natural Resources and Conservation (DNRC), interest 
and income revenues are deposited 95 percent to the 
general fund and 5 percent to the common school trust. 
(The common school trust is actually part of the trust and 
legacy trust fund.) The funds allocated to DNRC are to be 
used for resource development purposes and, per HB 156 
passed by the 1997 legislature, the allocation was 
increased to 3 percent for the 1999 biennium only. 


The public school trust, itself, generates interest earnings 
for the state. These earnings must be deposited 95 percent 
in the general fund with the remaining 5 percent returning 
to the trust. As of October 1, 1995, all fixed-income 
investments held by the state’s major trust funds were 
transferred to a newly-created Trust Fund Bond Pool 
(TFBP). The majority of common school trust funds are 
invested as part of the TFBP. Some funds, however, are 
invested on a short term basis in the state’s Short Term 
Investment Pool (STIP). The state Constitution prohibits 
the investment of common school trust funds in common 
stock. 


Distribution 


As described above, income from common school lands is 
distributed 95 percent to the general fund and 5 percent to 
the public school trust. Ninety-five percent of the interest 
income earned on the trust, itself, is deposited into the 
general fund and the other 5 percent 1s applied to the trust 
fund balance. 


Summary of Legislative Action 


The narrative and Table 1 summarize the legislation 
passed by the 56th Legislature that impacts common 
school interest and income revenue. 


SB 48 — Effective July 1, 1999, SB48 makes significant 
changes in funding the Trust Land Management Division 
in the Department of Natural Resources and Conservation. 
The legislation allows the diversion of a portion of the 
following money (previously deposited into the corpus of 
the land trust funds) from ten land trusts administered by 
the department: 1) mineral royalties; 2) the proceeds or 
income from the sale of easements and timber (except 
timber from public school lands); and 3) 5 percent of the 
interest and income previously credited annually to the 
common school trust. The money is diverted to a state 
special revenue account to pay costs of administering state 
trust lands. The legislation provides limitations on the 
amount of diverted revenue and the amount of the 
appropriations: 1) the diverted revenue is limited to 1-1/8 
percent of the book value balance in each of the nine 
nonexpendable trust funds on the first day of January 
preceding the new biennium and 10 percent of the 
previous fiscal year revenue deposited into the capitol 
building land grant trust fund; and 2) appropriations of the 
money are limited to 1-1/8 percent of the book value 
balance in the nine nonexpendable trust funds on the first 


Table 1 
Common School Interest & Income Tax -- Legislation Passed by 56th Legislature 
Estimated General Fund Impact for the 2001 Biennium 


Bill No. Short Title FY2000 FY2001 | 


SB 48 Fund trust land management functions ($150,566) ($368,498) 
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COMMON SCHOOL INTEREST AND INCOME 





day of January preceding the new biennium and 10 percent 
of the revenue deposited in the capitol building land grant 
trust fund in the last completed fiscal year prior to the new 
biennium. In HB 2, the legislature replaced $7.1 million of 
general fund appropriations with state special revenue 
provided by this legislation. Therefore, deposits to land 
trusts (primarily the Common School Trust) will be 
reduced by $7.1 million over the biennium. 


As a result of a smaller future common school trust 
corpus, interest earnings distributed to the general fund 


Total General Fund GF 
Fiscal Collections Collections Percent 
Year Millions Millions Change 


1979 17.122330 
1980 21.882375 
1981 48.265782 
1982 47.478286 
1983 36.398297 
1984 36.982835 
1985 62.050661 
1986 37.301053 
1987 35.529619 
1988 34.078544 
1989 32.165382 
1990 34.706901 
1991 35.865505 
1992 39.616168 
1993 41.673746 
1994 40.943551 
1995 37.904099 
1996 42.031801 
re] 39.538792 
1998 41.129779 
1999 41.437000 
2000 42.506000 
2001 42214000 


17.122330 

21.882375 27.80% 
48.265782 120.57% 
47.478286 -1.63% 
36.398297 -23.34% 
36.982835 1.61% 
62.050661 67.78% 
37.301053 -39.89% 
35.529619 -4.75% 
34.078544 -4.08% 
32.165382 -5.61% 
34,706901 7.90% 
35.865505 3.34% 
39.616168 10.46% 
41.673746 5.19% 
40.943551 -1.75% 
37.904099 -7.42% 
42.031801 10.89% 
39,.538792 -5.93% 
41.129779 4.02% 
41.437000 0.75% 
42.506000 2.58% 
42.214000 -0.69% 
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will be reduced by $151,000 in fiscal 2000 and by 
$368,000 in fiscal 2001. 


Revenue Projection 
The table and graphic below present the historical and 


projected revenue collections for the common school 
interest and income. 


Common School Interest and Income 


Fiscal Year 


Total @ General Fund 


PERMANENT COAL TRUST INTEREST EARNINGS 


Revenue Description 


Article IX, section 5 of the Montana Constitution requires 
that 50 percent of all coal severance tax revenue be 
deposited in a permanent coal tax trust fund, and that the 
principal of the trust "shall forever remain inviolate unless 
appropriated by a three-fourths vote of each house". Coal 
severance tax funds flowing into the trust fund are first 
used to secure state bonds issued to finance water resource 
and renewable resource development projects and 
activities. The funds are then split with half flowing into 
the treasure state endowment trust fund and the other half 
flowing into the permanent coal tax trust fund. By statute, 
interest earned on this trust not earmarked to other 
programs is distributed 100.0 percent to the general fund. 
When calculating interest earnings, the impact of loans 
made from the trust, such as for the Montana Science and 
Technology Alliance and for litigation in regard to the 
Clark Fork River Basin, are taken into account. 


As of October 1, 1995, all fixed-income investments held 
by the state’s major trust funds were transferred to a 


newly-created Trust Fund Bond Pool (TFBP). The 
majority of permanent coal tax trust funds are invested as 
part of the TFBP. Some funds, however, are invested on 
a short-term basis in the state’s Short Term Investment 
Pool (STIP). In addition, state law provides that trust 
funds may be used for in-state commercial loans to 
stimulate economic development. The state Constitution 
prohibits the investment of the permanent trust in common 
stock. 


Distribution 


The table below details the distribution in recent years of 
that portion of the interest earned on the permanent coal 
tax trust fund that is not earmarked for other programs. 


- Distribution of Coal Trust Interest 


(Percent) 





General 
Fiscal Year Fund 


1984-1986 85.0 
1987 100.0 
1988-1989 98.0 
1990 L00.0\> 
1991-1995 85.0 
1996 and Beyond 100.0 


Permanent School 
Trust Equalization 


15.0 0.0 
0.0 0.0 
2.0 0.0 
0.0 0.0 
0.0 15.0 
0.0 0.0 


*Minus $2.0 million of interest appropriated for medical research facilities. 
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PERMANENT COAL TRUST INTEREST EARNINGS 





Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts permanent trust interest earnings 
collections. A brief narrative describing each bill follows 
Table 1. 


Table 1 
Permanent Coal Trust Interest Earnings -- Legislation Passed by 56th Legislature 
Es timated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


HB 44 
HB 92 


HB 260 
projects 
HB 645 


Total Estimated General Fund Impact 


HB44 — Beginning July 1, 1999, HB44 allows the 
Montana Health Facility to loan and administer up to $15 
million in permanent trust funds for capital projects. The 
loans are expected to generate 50 more basis points in 
interest than were earned under previous Jaw. The impact 
on the general fund is an increase in interest earnings of 
$12,500 in fiscal 2000 and $18,750 in fiscal 2001. 


HB92 — Beginning July 1, 1999, and ending June 30, 
2001, HB92 authorizes a general fund loan to the 
Department of Justice a biennial amount of $1,650,000 in 
permanent trust funds for final settlement of the damage 
litigation against Atlantic Richfield Corporation (ARCO). 
The resulting loss in general fund trust interest will be 
$90,866 in fiscal 2000 and $91,562 in fiscal 2001. It is 
likely but not certain that the loan will be repaid during the 
2001 biennium. This bill required a three-quarters vote of 
each house of the legislature. 


HB 260 — Beginning July 1, 1999, HB260 imposes anew 
coal license tax on the contract sales price of coal and 


reduces the coal severance tax liability for coal producers. 


by allowing a credit against the coal severance tax in the 
amount of 101.5 percent of coal license tax liability. 


Use portion of coal trust for health facility authority 
Fund natural resource damage litigation program 
Encourage economic development via investment in research/commer 


Revise government accounting and fund structure law 





20 


Thus, coal producers will realize a reduction of 1.5 percent 
in tax liability on coal production. 


The total reduction in coal severance tax collections is 
expected to be $20.7 million in fiscal 2000 and $19.64 
million in fiscal 2001. The new coal license tax will 


Est Gain/Loss------ 4 
FY2000 FY2001 


$12,500 
($90,866) 
(323,937) 


$18,750 
($91,562) 
(910,272) 


495,000 495,000 


$92,697 ($488,084) 


generate $20.4 million in fiscal 2000 and $19.3 in fiscal 
2001. 


The legislation, in combination with HB69 and SB220, 
provides a new distribution of coal severance taxes and 
specifies a distribution for the new coal license tax. 

Under the new distribution, none of the coal severance 
revenue will be distributed to the permanent trust. Instead, 
37.5 percent of the reduced coal severance tax revenue 
stream will be deposited in the Treasure State Endowment 
Trust Fund, and 12.5 percent will be deposited in a new 
TSEF regional water system account (SB220). The 
remaining distribution of the coal severance tax will be 


. deposited as under previous law, except that the amount 


(1.3 percent) credited to long range building program debt 
service will now be directly deposited in the general fund. 


Coal severance tax revenue deposited in the permanent 
fund will be reduced by $8.3 million in fiscal 2000 and by 
$7.9 million in fiscal 2001. None of the new coal license 
tax will be allocated to the permanent fund. As a result 
permanent trust interest earnings deposited in the general 
fund will fall by $323,937 in fiscal 2000 and by $910,272 
in fiscal 2001. 





PERMANENT COAL TRUST INTEREST EARNINGS 





HB69 — eliminates the distribution of coal severance tax 
revenue to the long range building debt service account 
that was used to pay bonds issued for the purchase of 
Virginia City and Nevada City property. Long range bond 
excess revenue in the general fund will be reduced by 
$171,458 in fiscal 2000 and by $167,398 in fiscal 2001. 


SB220 — Beginning July 1, 1999, SB220 creates a new 


treasure state endowment regional water system fund into 
which will be deposited 25 percent of one-half of all coal 


Table 2 


Impact of HB260, HB69 and SB220 on Coal Severance 
Tax Revenue and Distribution 


New HB260 Coal License Tax Revenue and Distribution 


severance receipts. The other 75 percent of one-half of 
coal severance receipts will flow into the TSEF. 


The table below shows the revenue flows for the coal 
severance tax and the new coal license tax as a result of 
HB260, HB69 and SB220. 


HB 645 - Effective July 1, 1999, state agencies that need 
long-term loans are required to obtain the loans from other 
than the general fund, if possible. The fiscal note 


HB260 Distributions of Coal License Tax | 


Coal License Tax Dist Biennium 
Total Revenue 20,400,000 
TSE Special Account 2,300,000 
Ag seed capital 2,500,000 
Industrial Tax Increment Dist 600,000 
5,400,000 


15,000,000 


Total distribution 





Net for redistribution 


Current Law - Coal Severance HJR2 New Law Coal Severance Tax Coal License Tax - HB260 


FYOO FY01 Distribution FYOO FY01 Distribution FYOO FY01 | 


33,266,000 


25.00% 8,316,500 
25.00% 8,316,500 
0.00% 0 
25.49% 8,479,503 
12.00% 3,991,920 
1.30% 432,458 
1.27% 422,478 
0.63% 209,576 
0.95% 316,027 
8.36% 2,781,038 
0.00% 0 
100.00% 33,266,000 


Permanent Trust 
FoeEr 
TSE Regional Water Acct 


Other Accounts 
Research &Com trust 


Totals 


0.00% 
37.50% 
12.50% 
26.79% 
12.00% 

0.00% 

1.27% 

0.63% 

0.95% 

8.36% 

0.00% 

100.00% 


12,560,000 15,000,000 
0 0.00% 
4,710,000 0.00% 
1,570,000 0.00% 0 
3,364,824 32.96% 4,944,000 
1,507,200 16.99% 2,548,500 
0 1.74% 261,000 
159,512 1.70% 255,000 
79,128 0.86% 129,000 
119,320 1.27% 190,500 
1,050,016 11.15% 1,672,500 
0 33.33% 4,999,500 
12,560,000 100.00% 15,000,000 


License and Severance Revenue-New Law Net Impact Impact for all Accounts | 


FYOO FY01 


Permanent Trust 0 
TSEF 4,710,000 
TSE Regional Water Acct 1,570,000 
General Fund 8,308,824 
4,055,700 
261,000 
414,512 
208,128 
309,820 
2,722,516 
4,999,500 


Water Develop 
Cther Accounts 


Research &Com trust 


27,560,000 





FY00 FYO1 
(8,316,500) 
(3,606,500) 
1,570,000 
(170,679) 
63,780 
(171,458) 
(7,966) 
(1,448) 
(6,207) 
(58,522) 
4,999,500 


(5,706,000) 


5,706,000) 


Totals ; 960, 896, (5,706, ,690, 
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indicates: 1) the coal trust will be used as the long-term 
loan source for large loans, and 2) interest paid to the coal 
trust fund is general fund revenue. The additional interest 
is projected to total $0.5 million each year of the 2001 
biennium. 


HB 645 also impacts the general fund by freeing up an 
estimated $9.9 million of general fund money from the 
fund balance. Generally accepted accounting principles 
require a loan reserve be recorded on the state accounting 
records against the accounting entity making the long-term 
loan, thus reducing the amount available for appropriation. 


General Fund GF 
Collections Percent 
Millions Change 


Total 
Collections 
Millions 


Fiscal 
Year 


le Wise 0.000000 
1980 0.000000 
1981 7.421901 
1982 11.542421 
1983 18.466762 
1984 22.291337 
1985 28.672038 
1986 38.168226 
1987 39.924866 
1988 37.692796 
1989 41.456920 
1990 45.671428 
199] 46.999390 
1992 47,595927 
1993 51.247658 
1994 41.725015 
1995 36.675110 
1996 41.532305 
1997 Ei ems bah 
1998 40.746333 
1999 40.528000 
2000 41.115000 
2001 41.453000 


0.000000 

0.000000 

7.421901 
11.542421 
18.466762 
18.947636 
24.299902 
32.443208 
39.924866 
36.754944 
40.806026 
44.830283 
46.999390 
47.069997 
49.787658 
41.725015 
36.675110 
41.532305 
39.553397 
40.746333 
40.528000 
41.115000 
41.453000 


Not App. 
Not App. 
55.52% 
59.99% 
2.60% 
28.25% 
33.51% 
23.06% 
-7.94% 
11.02% 
9.86% 
4.84% 
0.15% 
5.77% 
16.19% 
12.10% 
13.24% 
-4.76% 
3.02% 
-0.54% 
1.45% 
0.82% 


“ 
— 
= 
cr) 
(a) 
6 
n 
c 
& 
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Because the coal trust is expected to be the long-term loan 
source rather than the general fund, the reserve recorded 
against the general fund can be eliminated, thus increasing 
the general fund balance by an estimated $9.9 million in 
fiscal 2000. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the coal trust interest 
earnings. 


Coal Trust Interest Earnings 


Fiscal Year 





@ Total @ General Fund 


INSURANCE TAX & LICENSE FEES 


Revenue Description 


The insurance premiums tax is levied on the net premiums 
or gross underwriting profit for each insurance company 
operating in Montana. Gross underwriting profit is 
essentially insurance premium income. In addition, 
various insurance fees and licenses are collected under this 
service. 


Applicable Tax Rate(s) 


The current tax rate is 2.75 percent of net premiums on 
policies sold in Montana. In addition, for each Montana 
resident insured under any individual or group disability 
or health insurance policy, all insurers are required to pay 
$0.70 to the State’s Insurance Commissioner. This fee is 
used to fund the voluntary statewide genetics program 
established in statute (50-19-211, MCA). 


Distribution 


The majority of insurance tax and license fee proceeds are 
deposited into the general fund. A small percentage of 


Table 1 
Insurance Premiums Tax — Legislation Passed by 56th Legislature 
Fs timated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


SB 132 Generally revise insurance fees 





collections, however, is allocated to a state special revenue 
account. 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts insurance premium tax collections. 
A brief narrative describing each bill follows Table 1. 


SB132 — Beginning January 1, 2000, SB132 eliminates 
many disparate fees on insurance companies and replaces 
these with one company fee of $1,900 per company per 
year, due upon application for or renewal of a certificate 
of authority which is essentially a state business license 
for insurance companies. Some small fees will remain. 
The revenue from this fee will be deposited in a state 
special revenue account for administration of insurance 
activities. The revenue loss to the general fund will 
amount to $2.6 million in fiscal 2001 and beyond. (The 
State Auditor's Office agreed to reimburse the general 
fund for losses in fiscal 2000.) 


F'Y2000 FY2001 


$0 ($2,579,502) 





INSURANCE TAX & LICENSE FEES 





Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the insurance premiums 


tax. 


Fiscal 
Y ear 


LO79 
1980 
198] 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
19971 
1998 
1999 
2000 
2001 


Total 


Collections 


Millions 


14.367308 
15.177033 
15.967069 
16.754178 
17.725218 
19.517173 
20.797571 
23.759335 
295.299537 
39.564932 
28.085448 
26.430389 
27.400168 
27.767615 
32,5361 13 
32.506094 
33.662 134 
36.3881 14 
36.813468 
37.871196 


General Fund 
Collections 


Millions 


10.748226 
1 1.031794 

9.551061 
12.790003 
13.011479 
13.621332 
15.691565 
16.780399 
18.245085 
32.047077 
20.882814 
19.446368 
20.438058 
20.387391 
24.463587 
22.510848 
24.600092 
26.132824 
25.341540 
36.813041 
37.445000 
38.629000 
36.646000 


GF 
Percent 
Change 


2.64% 
-13.42% 
33.91% 
1.73% 
4.69% 
15.20% 
6.94% 
8.73% 
75.65% 
-34.84% 
-6.88% 
5.10% 
-0.25% 
19.99% 
-7.98% 
9.28% 
6.23% 
-3.03% 
45.27% 
1.72% 
3.16% 
-5.13% 
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Ss 
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Insurance Tax & License Fees 


,a8 @ 
4 i] 
f | 


Fiscal Year 


@ Total @ General Fund 








ALL OTHER REVENUE 





Revenue Description 


There are a number of other taxes, fees, and fines that 
historically have generated less than $2.5 million each in 
annual general fund revenue. In addition, the statutes 
governing these miscellaneous taxes, fees, and fines are 
frequently changed, making the comparison of tax years 
difficult. 


Applicable Tax Rate(s) 

Various 

Distribution 

All “other revenue” is deposited in the general fund. 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts "All Other" general fund revenue 
collections. A brief narrative describing each bill follows 
Table 1. 


HB 69 -- Effective July 1, 1999, HB 69 eliminates several 
statutory appropriations and dedicated revenue accounts. 
Revenue previously deposited into a dedicated account (a 


Table 1 


state special revenue account) will now be deposited to the 
state general fund. The kind of revenue that will be re- 
directed to the state general fund includes primarily fines 
and forfeitures from various state enforcement functions. 
The overall fiscal impact of HB 69 to the state general 
fund is estimated to be approximately $44,000 in the 2001 
biennium. 


HB 168 -- Beginning July 1, 1999, HB 168 revises statutes 
relating to the collection of state debt. State debt 
collection responsibilities are transferred from the 
Department of Administration to the Department of 
Revenue effective July 1, 1999. Debt collections are 
expected to be enhanced by the use of the Department of 
Revenue's predictive dialer technology. HB 168 also 
authorizes the Department of Revenue to enter into 
agreements with the US government and other states 
governments for the offset of taxes owed to those entities 
against Montana tax refunds and requires reciprocity in 
those agreements. Tax offsets are applicable to refunds or 
payments made after December 31, 1999. 


HB 391-- Effective July 1, 1999, HB 391 redirects the 
disposition of civil penalties collected pursuant to 80-8- 
306, MCA (pesticides) from the state general fund to a 
state special revenue account intended to be used for 
pesticide cleanup purposes. The general fund reduction 
is estimated to be just under $5,000 each year of the 2001 
biennium. 


All Other Revenue -- Legislation Passed by 56th Legislature 
Estimated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


FY2000 FY2001 


HB 69 Revise the laws governing statutory appropriations and dedicated revenue $24,075 $19,075 
HB 168 Revise stautes relating to the collection of certain debts by the state 59,600 63,400 


HB 391 Generally revise the pesticide laws 


(4,877) (4,877) 


HB 461 Citations to plumbers or electricians on job sites without proof of licensure 6,300 6,300 


8) Revise water quality laws 


SB 128 Make permanent the Montana Living Trust Act 


2,500 2,500 
16,500 16,500 


SB 374 Exempt local waste hauler from overweight vehicle fines on route to landfill (250) (250) 


SB 381 Generally revise hunter education laws and penalties for violations (60,000) (60,000) 


SB 446 Revise beer and wine restaurant license laws 


Total Estimated General Fund Impact 





18,593 800 


$62,441 $43,448 





ALL OTHER REVENUE 





HB 461 -- Effective July 1, 1999, HB 461 requires 
plumbers and electricians to carry a state license, or proof 
of licensure, at all times at a job site and performing work 
requiring a license. The Department of Commerce is 
authorized to issue a citation and collect a fine if the 
plumber or electrician fails to display a license when 
requested to do so by either a building codes inspector or 
professional and occupational investigator. Any fines 
collected under this bill are deposited to the state general 
fund. 


SB 72 -- Effective upon passage and approval, SB 72 
revises water quality enforcement laws. Penalties for 
violations pertaining to public water systems were 
increased from $500 to $1,000 per day. Penalties 
collected under this bill are required to be deposited into 
the state general fund. 


SB 128 -- Effective upon passage and approval, SB 128 
makes the Montana Living Trust Act passed by the 55th 
Legislature permanent. This law was originally scheduled 
for termination October 1, 1999. All related fees and fines 
received by the state are required to be deposited to the 
state general fund. 


SB 374 -- Effective October 1, 1999, SB 374 allows local 
garbage or waste haulers to exceed total gross weight 
limitations by a maximum of 10 percent and be exempt 
from fines. 


SB 381 -- Effective July 1, 1999, SB 381 allows the 
deposit of up to $60,000 annually to a hunter education 
special revenue account of restitution funds for illegal 
killing or possession of certain wildlife. If more than 
$60,000 is collected from this revenue source annually, the 
excess is required to be deposited to the state general fund. 
Prior to passage of SB 381, all of this money was 
deposited to the state general fund. 


SB 446 -- Effective upon passage and approval, SB 446 
revises beer and wine restaurant license laws by increasing 
the number of licenses available in the smallest quota area, 
authorizing a one-time quota adjustment, giving a 
preference to unsuccessful lottery applicants, and 
establishing that the application fee for a license is 20 
percent of the initial license fee.. The fiscal note for SB 
446 notes that the only area impacted at this time 1s the 
Kalispell quota area. The Kalispell area is expected to 
have two additional licenses available. General fund 
revenue is impacted by this bill because the additional 
licenses will result in increased application and annual 
license fee revenue. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for "All Other Revenue" 
general fund sources. The revenue estimates for "All 
Other Revenue" include expected tobacco settlement funds 
of $37.4 million in fiscal 2000 and $29.4 million in fiscal 
2001. 


Fiscal 
Year 


1979 
1980 
1981 


1982, 


1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


Total 
Collections 


General Fund 


Collections 


Millions 


5.609237 
7.046895 
9.016954 
7.554414 
8.022353 
9.182376 
9.230178 
11.580707 
15.768806 
15.558294 
15.834736 
14.097344 
13.741633 
15.466237 
17.993470 
14.105385 
20.217103 
14.000938 
15.822433 
25.427788 
31.235000 
55.557000 
47.507000 


Millions 


5.609237 
7.046895 
9.016954 
7.554414 
8.022353 
9.182376 
9.230178 
11.580707 
15.768806 
15.558294 
15.834736 
14.097344 
13.741633 
15.466237 
17.993470 
14.105385 
20.217103 
14.000938 
15.822433 
25.427788 
31.235000 
55.557000 
47.507000 


ALL OTHER REVENUE 


GF 
Percent 
Change 


25.63% 
27.96% 
-16.22% 
6.19% 
14.46% 
0.52% 
25.47% 
36.16% 
-1.33% 
1.78% 
-10.97% 
-2.52% 
12.55% 
16.34% 
-21.61% 
43.33% 
-30.75% 
13.01% 
60.71% 
22.84% 
77.87% 
-14.49% 
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All Other Revenue 


Fiscal Year 


@ Total ©@~ General Fund 








U.S. MINERAL ROYALTY 





Revenue Description 


Under the federal Mineral Lands Leasing Act, 50 percent 
of all money received from federal lands in Montana must 
be shared with the state to be used by the subdivisions of 
the state for social or economic impacts of the 
development of minerals. The revenue produced on 
federal public lands includes royalties and bonuses from 
oil, gas, coal, and other mineral exploration and extraction. 


Distribution 


All receipts are deposited into the general fund. 


General Fund GF 
Collections Percent 
Millions Change 


Total 
Fiscal Collections 
Year Millions 


1979 7.970116 
1980 8.233983 
1981 11.808646 
1982 15.508995 
1983 18.468843 
1984 23.917880 
1985 23.708214 
1986 20.207422 
1987 23.433021 
1988 26.327798 
1989 20.727404 
i990) 20.240644 
199] 21.928394 
1992 21.150278 
1993 21.799728 
1994 22.052161 
1995 25.847747 
1996 24.958952 
1997 19.161163 
1998 22.240950 
i999 19.039000 
2006 18.492000 
2001 18.245000 


5.148922 

5.146239 

7.380404 

9.693122 
11.543027 
14.948556 
14.817634 
12.629639 
23.433021 
26.327798 
20.727404 
20.240644 
21.928394 
21.150278 
21.799728 
22.052161 
25.847747 
24.958952 
19.161163 
22.240950 
19.039000 
18.492000 
18.245000 


-0.05% 
43.41% 
31.34% 
19.08% 
29.50% 
-0.88% 
-14.77% 
85.54% 
12.35% 
-21.27% 
-2.35% 
8.34% 
-3.55% 
3.07% 
1.16% 
17.21% 
-3.44% 
-23.23% 
16.07% 
-14.40% 
-2.87% 
-1.34% 


Millions of Dollars 
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Summary of Legislative Action 


The 56th Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for U.S. mineral royalty 
payments. 


US Mineral Royalty 


Fiscal Year 


@ Total @ General Fund | 











TREASURY CASH ACCOUNT INVESTMENT EARNINGS 


Revenue Description 


The Department of Commerce Board of Investments is 
responsible for investing all state funds. Title 17, Chapter 
6, MCA, provides guidelines under which the funds must 
be invested. All interest earned on these investments is 
deposited in the general fund account, unless statute 
specifically designates otherwise. Treasury cash is 
invested in a mixture of short and medium-term 
investments. Consequently, the interest assumptions 
adopted by the legislature incorporate a blend of short and 
intermediate-term rates. 


To address cash flow problems, the state typically issues 
tax and revenue anticipation notes (TRANS). The 
legislature adopts TRANS issuance assumptions, since this 
affects the average investable balance. 


Distribution 


All investment earnings on the treasury cash account 
(TCA) are deposited into the general fund. 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts treasury cash account investment 
earnings. A brief narrative describing each bill follows 
Table 1. 


SB 31 — Effective July 1, 1999, SB31 accelerates the 
general fund payment of BASE aid to school districts by 


Bill No. Short Title 


SB 31 Revise schedule of BASE aid payments 


SB 136 Provide secretary of state proprietry account to retain interest 
SB 240 Require gov entity to pay interest when money owed to contractor is withheld — (94,677) 


Total Estimated General Fund Impact 





20 days. The payment of approximately $30 million that 
would have been made on July 15, 2000 will instead be 
made on June 25, 2000. The state will lose 20 days of 
interest as a result. The loss is 5 days of interest lost in 
fiscal 2000 ($23,000) and the full 20 days in fiscal 2001 
($92,000). 


SB136 — Effective July 1, 1999, SB136 provides that the 
secretary of state proprietary account shall retain its own 
interest earnings. The account’s revenue is made up of 
fees charged by the secretary of state for filing and 
copying services. Under previous law, the interest on this 
money was deposited in the general fund. Losses will 
equal $25,000 each fiscal year. 


SB 240 — SB 240, which 1s applicable to contracts entered 
into after July 1, 1999, requires that the state pay interest 
on state-held retainage owed to construction contractors. 
Under previous law, the state eared interest on retainage of 
approximately $2 million held by the Department of 
Transportation and $2 million held by the long range 
building program. The general fund revenue loss will be 
$84,000 in fiscal 2000 and $112,000 in fiscal 2001. 


Table 1 
TCA Interest Earnings -- Legislation Passed by 56th Legislature 
Es timated General Fund Impact for the 2001 Biennium 


FY2000 FY2001 


($22,964) 
(25,000) 


($91,686) 
(25,000) 
(126,235) 


($142,641) ($242,921) 





TREASURY CASH ACCOUNT INVESTMENT EARNINGS 





Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the treasury cash account 
interest earnings. 


Total General Fund GF Lee hee 
Fiscal Collections Collections Percent | TCA Interest Earnings 
Year Millions Millions Change eet ee Aes Corea Pt Ath oe 


1979 13.162236 13. 162236 
1980 19.216516 19.216516 46.00% 
1981 27.739434 27.739434 44.35% 
1982 44.818971 44818971 61.57% 
1983 38.149114 38.149114 -14.88% 
1984 30.780603 30.780603 -19.32% 
1985 32. 154906 32. 154906 4.46% 
1986 21.044770 21.044770 -34.55% 
1987 22.228606 22.228606 5.63% 
1988 28.512114 28.512114 28.27% 
1989 47.124294 47.124294 65.28% 
1990 26.725363 26.725363 -43.29% 
199] 22.624293 22.624293 -15,35% 
1992 28.702764 28.702764 26.87% 
1993 15.534745 15.534745 -45.88% 
1994 13.641728 13.641728 -12.19% 
1995 18.270206 18.270206 33.93% 
1996 16.294496 16.294496 -10.81% 
1997 14.924918 14.924918 -8.41% 
1998 18.246918 18.246918 22.26% Fiscal Year 

1999 17.425000 17.425000 -4,50% [ocr 
2000 14.478000 14.478000 -16.91% | m@ Total ~@> General Fund 
2001 14.490000 14.490000 0.08% Yh oi er aes >. 
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INHERITANCE TAX 


Revenue Description 


An inheritance tax 1s imposed on the transfer of any 
decedent's property, interest in property, or income from 
property within the state, to any other person or 
corporation except a surviving spouse and certain relatives 
or governmental or charitable organization. The tax is due 
18 months after the death of the decedent. 


Since 1980, revenues from inheritance taxes have 
fluctuated because of federal and state law changes, 


accounting procedures, and the processing of several large 
estates. 


Applicable Tax Rate(s) 
The tax rate varies from 0.0% to 32.0% depending on the 


size of the estate and the relationship of the decedent to 
the beneficiary. 


Distribution 


Ail proceeds are deposited into the general fund. 


Table 1 
Inheritance Tax — Legislation Passed by 56th Legislature 
Estimated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


SB 473 Generally revise laws relating to estates, trusts, and fiduciary relationships $0 





Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts inheritance tax collections. A 
brief narrative describing each bill follows Table 1. 


SB 473 — This bill extends the inheritance tax exemption 
on property which is passed to stepchildren regardless of 
the age of the stepchild when the relationship of the 
stepchild to the decedent began. Under previous law, for 
deaths occurring after July 1, 1999, the exemption would 
have been applicable only to stepchild relationships on or 
before the stepchild’s 18" birthday. 


SB473 will affect inheritance revenue only in the last half 
of fiscal 2001. The definitional change would have 
occurred on July 1, 1999. There are 18 months between 
the time a decedent dies and the deadline for filing 
inheritance taxes and thus impact of the extension of the 
previous law definition will not take place until January 1, 
2001. The one-half year impact in fiscal 2001 is expected 
to be a decrease in inheritance revenue of $290,649, and 
the long term effect is expected to be around $600,000 per 
year. 


FY2000 FY2001 


($290,649) 





INHERITANCE TAX 





Revenue Projection ; 


The table and graphic below present the historical and 
projected revenue collections for the inheritance tax. 


Total General Fund GF ie Sees pete races Sees 
Fiscal Collections Collections Percent Inheritance’ Tax x 
Year Millions Millions Change 


1979 6.490196 6.490196 

1980 8,537242 8.537242 31.54% 
1981 6.195069 6.195069 -27.43% 
1982 7.680529 7.680529 23.98% 
1983 6.398489 6.398489 -16.69% 
1984 5.960471 5.960471 -6.85% 
1985 7.656622 7.656622 28.46% 
1986 8.364764 8.364764 9.25% 
1987 7.212092 7.212092 -13.78% 
1988 8.745457 8.745457 21.26% 
1989 10.091548 10.091548 15.39% 
1990 9.049129 9.049129 -10.33% 
1991 9.339854 9.339854 3.21% 
1992 11.338204 1.338204 21.40% 
1993 12.869460 12.869460 13.51% 
1994 10.885745 10.885745 -15.41% 
1995 15.382449 15.382449 41.31% 
1996 15.404110 15.404110 0.14% 
1997 14.562382 14.562382 -5,46% 
1998 15.726605 15.726605 7.99% Fiscal Year 

1999 17.679000 17.679000 12.41% eet —_______ 
2000 16.733000 16.733000 -5.35% | m Total @ General Fund 
2001 17.587000 17.587000 5.10% See = 
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VIDEO GAMING TAX 


Revenue Description 


Video gaming income is derived from two sources: 
license fees and video tax revenue. There are three types 
of license fees that generate revenue. Fees are paid by 
operators for both video gaming machines and for non- 
video games such as live poker. In addition, persons pay 
an annual fee for the right to assemble, produce, or 
manufacture video gambling machines or associated 
equipment. Video tax revenue is paid by licensed 
operators of video gambling machines. License holders 
are charged a tax of 15 percent of the gross income from 
each video gambling machine licensed. The Department 
of Justice issues video gaming licenses and permits and 
collects the fees and taxes. 


Applicable Tax Rate(s) 


License Fees 


License fees vary according to the type of machine and the 
type of game (i.e., poker, keno, bingo, etc.). 


The license fee paid by each video gambling machine 
manufacturer is $1,000 annually. 


Video Tax 

15.0 percent of gross income per video gaming machine. 
Distribution 

License Fees 


A portion of license fee revenue is retained by the 


Table 1 


Department of Justice to cover administrative costs. The 
remainder is distributed to local governments. 


Video Tax 


One-third of video gaming tax receipts are deposited into 
the general fund. 


Two-thirds of tax receipts are transferred to local 
governments. 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
Legislature that impacts video gaming tax collections. A 
brief narrative describing each bill follows Table 1. 


HB109 — Beginning upon passage, HB109 authorizes the 
Department of Justice to install an Automated Accounting 
and Reporting System (AARS) that will allow operators to 
connect with the department for reporting and payment of 
the video gaming gross income tax. The system 1s 
expected to be operational by April 1, 2001. Operators 
who connect with AARS will receive a one time credit of 
$250 against the gross income tax liability for costs 
associated with upgrading video gambling equipment. 
The tax credit is expected to reduce video gambling 
revenue by $2.6 million beginning in the first quarter of 
fiscal 2002. The tax credit will reduce revenues before 
distribution to the state and local governments. 


AARS is expected to increase video gambling revenue 
beginning April 1, 2001 by $1.1 million per year due to 
greater efficiencies and better reporting of gambling 
machine gross revenues. The state’s share of this revenue 


Video Gaming Tax — Legislation Passed by 56th Legislature 
Es timated General Fund Impact for the 2001 Biennium 


Short Title | 


Bul No. 


HB 109 
system 
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Allow Dept of Justice automated video gambling, accounting and rep 








VIDEO GAMING TAX 





increase, or one-third, will be $375,000, of which the state 
will receive one-quarter’s worth in fiscal 2001. In fiscal 
2002, the state is expected to receive the full $375,000 in 
additional tax revenue, but its share of the tax credit will 
cause a reduction in revenue of $858,000. In fiscal 2003, 
revenues will increase by $375,000 with offsetting 
revenue reduction due to the tax credit. 


GF 
Percent 
Change 


General Fund 
Collections 
Millions 


Total 
Collections 
Millions 


Fiscal 
Year 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
3.497502 
4.787747 
9.046068 
13.375319 
18.625011 
22.349233 
32.680802 
32.058946 
33.453057 
34.741154 
35.846067 
37.132691 
40.799673 
42.295000 
44.217000 
46.419000 


0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
1.107659 
1.516279 
2.561170 
4.249364 
5.302840 
6.551179 
9.875213 
10.818364 
9.955424 
10.346068 
10,666089 
11.073315 
12.256082 
12.748000 
13.389000 
14.124000 


Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
36.89% 
68.91% 
65.91% 
24.79% 
23.54% 
50.74% 
9.55% 
-7.98% 
3.92% 
3.09% 
3.82% 
10.68% 
4.01% 
5.03% 
5.49% 





Millions of Dollars 
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Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the video gaming tax. 


‘Video Gaming Tax 
eee = eee ere 




















Fiscal Year 





&@ Total @» General Fund 





MOTOR VEHICLE FEES 


Revenue Description 


In accordance with statute, the state assesses a variety of 
motor vehicle fees, such as: vehicle registration fees, fees 
for the filing of motor vehicle liens, fees for license plates, 
title fees, and a motor vehicle computer fee. The fees vary 
according to the type of vehicle (i.e., motor vehicle, 
snowmobile, etc.) and the type of license plate (regular, 
personal, military, etc.). 


Applicable Tax Rate(s) 
Various. 
Distribution 


Motor vehicle fees are allocated to the general fund, to 
state special revenue accounts, and to loca] zovernments. 


Table I 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts motor vehicle fees. A _ brief 
narrative describing each bill follows Table 1. 


HB 648 — Beginning January 1, 2000, HB 648 requires the 
Department of Justice to begin issuing new motor vehicle 
license plates to those owners who are required to renew 
them. The fee charged for new plates is $2 per plate. 
General fund revenue will increase by $1.2 million in each 
year of the biennium. 


SB 137 — Beginning January 1, 2000, SB137 authorizes 
new issue plates for military personnel in Montana. The 
fiscal impact is expected to be minimal. 


Motor Vehicle Fees -- Legislation Passed by 56th Legislature 
Es timated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


HB 648 Issue new license plates every 4 years 


FY2000 FY2001 


$1,200,000 $1,200,000 


SB 137 Amend statutes relevant to veterans’ license plates bill 251 0 


Total Estimated General Fund Impact 





$1,200,251 $1,200,000 





MOTOR VEHICLE FEES 





Revenue Projection : ; 


The table and graphic below present the historical and 
projected revenue collections for motor vehicle fees. 





Total General Fund GF -— ae 
Fiscal Collections Collections Percent | Motor Vehicle Fee 
Year — Millions Millions Change ee ce ee 








1979 1.886948 0.000000 

1980 2.572515 0.000000 Not App. 
1981 2.833222 0.000000 Not App. 
1982 2.950899 0.000000 Not App. 
1983 3.178901 0.000000 Not App. 
1984 3.399886 0.000000 Not App. 
1985 3.342315 0.000000 Not App. 
1986 3.401138 0.000000 Not App. 
1987 3.332350 0.000000 Not App. 
1988 4.055326 0.000000 Not App. 
1989 4.832959 0.000000 Not App. 
1990 6.207916 6.207916 Not App. 
1991 7.845076 7.845076 26.37% 
1992 10.151949 10.151949 29.41% 
1993 9.381736 9.381736 -7.59% 
1994 9.720928 9.720928 3.62% 
1995 9,896182 9.896182 1.80% 
1996 9.800870 9.800870 0.96% 
1997 10.315257 10.315257 5.25% 
1998 10.778306 10.778306 4.49% Fiscal Year 

1999 10.957000 10.957000 1.66% - he 
2000 12.391000 12.391000 13.09% _ @ Total © General Fund | 
2001 12,606000 12.606000 1.74% RoHS Se i ibecenbin certo aoe 


Millions of Dollars 
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PUBLIC INSTITUTION REIMBURSEMENTS 


Revenue Description 


The Department of Public Health and Human Services 
(DPHHS) receives reimbursement for the cost of 
sheltering and treating residents at the Montana 
Developmental Center (MDC), the Eastmont Human 
Services Center (EHSC), the Montana Mental Health 
Nursing Care Center (formerly called Center for the 
Aged), the Montana State Hospital (MSH), the Montana 
Chemical Dependency Center (MCDC), and the Montana 
Veterans' Home. There are four primary sources of 
reimbursement income: 1) state and federally matched 
Medicaid monies; 2) insurance proceeds from companies 
by whom the resident is insured; 3) payments by residents 
or persons legally responsible for them; and 4) federal 
Medicare funds. Most of the reimbursements come from 
federal Medicaid payments. 


Three variables determine the level of Medicaid nursing 
home payments: 1) the number of patient days eligible 
for Medicaid reimbursement; 2) the reimbursement rate 
per patient day; and 3) the private resources of Medicaid 
patients. 


Applicable Tax Rate(s) 


N/A 


ay 


Distribution 


Prior to fiscal 1998, all revenue collected from these 
sources was deposited in the general fund except for debt 
service payments for the MDC facilities renovation. 
However, the distribution has changed in accordance with 
managed care contracts entered into by the state. Medical 
payments for recipients of mental health care services are 
now provided to the managed care contractor. Previously 
they were deposited directly into the general fund. In 
addition, debt service payments will be deducted for bonds 
issued to fund the construction of a new Montana State 
Hospital. Reimbursements received for the Veterans' 
Home and the MCDC are deposited into state special 
revenue accounts and are appropriated to the institution(s). 


Summary of Legislative Action 


The 56th Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for public institution 
reimbursements. 


Fiscal 
Year 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
[997 
1998 
1999 
2000 
2001 


PUBLIC INSTITUTION REIMBURSEMENTS 


Total 


Collections 


Millions 


7.264924 

7.981975 

9.899562 
10.974196 
11.406505 

9.179921 
12.895427 
14.166104 
14.215767 
15.395310 
16.031423 
12.284668 
14.140931 
16.329459 
14.486422 
15.414542 
16.455809 
16.141901 
11.158482 
10.335336 
11.314000 

9.697000 
10.041000 


General Fund 
Collections 


Millions 


7.264924 

7.981975 

9.899562 
10.974196 
11.406505 

9.179921 
12.895427 
14.166104 
14.215767 
15.395310 
16.031423 
12.284668 
14.14093 1 
16,329459 
14.486422 
15.414542 
16.455809 
16.141901 
11.158482 
10.335336 
11.314000 

9.697000 
10.04.1000 


GF 
Percent 
Change 


9.87% 
24.02% 
10.86% 
3.94% 
-19.52% 
40.47% 
9.85% 
0.35% 
8.30% 
4.13% 
-23.37% 
15.11% 
15.48% 
-11.29% 
6.41% 
6.76% 
-1,91% 
-30.87% 
-7.38% 
9.47% 
-14.29% 
3.55% 
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Fiscal Year 


Institution Reimbursement 
| oe L e ad 








S 











| l- Total ~®> General Fund | 








CIGARETTE TAX 


Revenue Description 


The cigarette tax is an excise tax imposed on all cigarettes 
sold or possessed in Montana. The tax is imposed on the 
retail consumer but is collected by wholesalers or retailers 
through the use of tax insignia. The insignia are purchased 
from the state and affixed to each package of cigarettes. 
The tax does not apply to quota cigarettes sold on an 
Indian reservation. In practice, the tax is levied on all 
cigarettes and the wholesaler receives a refund for the 
amount within the quota which have been sold within the 
boundaries of an Indian reservation. Each tribe’s quota is 
equal to 150.0 percent of the national average for 
individual consumption of cigarettes multiplied by the 
enrolled tribal member population, or any other amount 
agreed to in a state-tribal agreement. The state has 
agreements with five tribes in Montana. 


Applicable Tax Rate(s) 


Wholesalers pay a license fee of $50.00 and each retailer 
pays a license fee of $5.00. License fees are renewable 
each year and are non-transferable. 


The excise tax on cigarettes is $.18 per twenty-cigarette 
pack. When a pack contains more than 20 cigarettes, the 
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tax is prorated at 1/20th of $.18 for each cigarette in 
excess of 20 cigarettes. 


Distribution 


All wholesaler and retailer license fees are deposited in the 
general fund. After deductions for tribal refunds, the 
cigarette tax distribution is: 


11.11% - DPHHS for veterans’ nursing home 
operation and maintenance 


73.04% - General Fund 
15.85% - Long-Range Building Program 


Summary of Legislative Action 


The 56th Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the cigarette tax. 





CIGARETTE TAX 





Total General Fund GF | , | 
Fiscal Collections Collections Percent Cigarette Tax 


Year Millions Millions Change. 











1979 10.996442 3.911434 
1980 11.153885 3.967437 1.43% 
1981 11.162441 3.970480 0.08% 
1982 11.233044 0.000000 -100.00% 
1983 10.580701 (1.000000 Not App. 
1984 11.902317 0.000000 Not App. 
1985 12.981436 0.000000 Not App. 
1986 12.466822 0.000000 Not App. 
1987 11.894715 0.000000 Not App. 
1988 11.278326 0.000000 Not App. 
1989 11.113087 0.000000 Not App. 
1990 11.567081 0.000000 Not App. 
199] 11.733190 0.000000 Not App. 
1992 12.172864 0.000000 Not App. 
1993 12.698195 0.000000 Not App. 
1994 12.495504 0.000000 Not App. 
1995 13.114640 0.000000 Not App. 
1996 12.969138 0.000000 Not App. 
1997 13.267373 0.000000 Not App. 
1998 13.244550 9.543855 Not App. Fiscal Year 

1999 13.427331 9.676000 1.38% po won 
2000 13.614571 9.810000 1.38% | @ Total = @ General Fund 
2001 13.802391 9.946000 1.39% hl 1a obs 2) apllatne 
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COAL SEVERANCE TAX 


Revenue Description 


For large producers, the coal severance tax is imposed on 
all coal production in excess of 20,000 tons per company 
per calendar year. However, producers of 50,000 tons or 
less in any calendar year are exempt from the tax. 


Applicable Tax Rate(s) 

10.0% - on coal with a heating quality < 7,000 
BTU . 

15.0% - on coal with a heating quality > 7,000 
BTU 
Distribution 

(percents) 
Fiscal Fiscal 

Account Name 1998-1999 2000-2007 
Permanent Trust 25.000 0.000 
Treasure State Endowment 25.000 37.500 
TSEF Regional Water 0.000 12.500 
General Fund 25.250 26.790 
LRBP - Cash Account 12.000 12.000 
LRBP - Debt Service 1.300 0.000 
Park Acquisition Trust 1.270 1.270 
Arts Trust 0.000 0.630 
Cultural & Aesthetic Projects 0.870 0.000 
Water Development 0.950 0.950 
Other Accounts: 8.360 8.360 

Local Impact 

County Land Planning 

Agriculture Act 

State Library 


Conservation Districts 


Table 1 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts coal severance tax collections. A 
brief narrative describing each bill follows Table 1. 


HB 260 — Beginning July 1, 1999, HB260 imposes a new 
coal license tax on the contract sales price of coal and 
reduces the coal severance tax liability for coal producers 
by allowing a credit against the coal severance tax in the 
amount of 101.5 percent of coal license tax liability. Thus 
coal producers will realize a reduction of 1.5 percent in tax 
liability on coal production. 


The total reduction in coal severance tax collections is 
expected to be $20.7 million in fiscal 2000 and $19.64 
million in fiscal 2001. The new coal license tax will 
generate $20.4 million in fiscal 2000 and $19.3 in fiscal 
2001. 


The legislation, in combination with HB69 and SB220, 
provides a new distribution of coal severance taxes and 
specifies a distribution for the new coal license tax. (See 
Coal Trust Interest Earnings for a table which shows this). 


Coal severance revenue deposited in the general fund will 
be reduced by $5.1 million in fiscal 2000 and by $4.9 
million in fiscal 2001. Coal license tax revenue deposited 
in the general fund will be $4.9 million in fiscal 2000 and 
$4.6 million in fiscal 2000. The net loss in combined coal 
revenue to the general fund is therefore $170,679 in fiscal 
2000 and $253,650 in fiscal 2001 (See table in coal trust 
interest of the revenue section) 


Coal Severance Tax -- Legislation Passed by 56th Legislature 
Estimated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


HB 260 Encouraage economic development via investment in research/comm 


projects 





FY2000 


($170,679) ($253,650) 





COAL SEVERANCE TAX 





HB69 — Beginning July 1, 1999, HB69 eliminates the 
distribution of severance tax revenue to the long range 
building debt service account that was used to pay bonds 
issued for the purchase of Virginia City and Nevada City 
property. Long range bond excess revenue in the general 
fund will be reduced by $171,458 in fiscal 2000 and by 
$167,398 in fiscal 2001. 


SB220 — Beginning July 1, 1999, SB220 creates a new 
treasure state endowment regional water system fund into 


GF 
Percent 
Change 


General Fund 
Collections 
Millions 


Total 
Collections 
Millions 


Fiscal 
Year 


1979 
1980 
198] 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


42.689 164 
75.125009 
70.415073 
86. 186886 
80.045016 
82.823427 
91.748855 
84.217223 
76.546602 
84.638333 
58.565583 
67.870544 
50.457848 
54.114107 
38.181298 
41.200704 
40.416416 
36.260949 
37.740212 
35.045243 
35.065000 
12.560000 
11.908000 


16.008492 
25.432649 
16.899657 
20.684883 
19210830 
19.877640 
22.019726 
24.212459 
27.394944 
27.177382 
18.805414 
13.024366 
13.517663 
15.778084 
17.744422 
11.046468 
10.827741 

9.714308 
10.110603 

8.848924 

8.854000 

8.309000 

7.787000 


58.87% 
-33.55% 
22.40% 
-7.13% 
3.47% 
10.78% 
9.96% 
13.14% 
-0.79% 
-30.80% 
-30.74% 
3.79% 
16.72% 
12.46% 
-37.75% 
-1.98% 
-10.28% 
4.08% 
-12.48% 
0.06% 
-6.16% 
-6.28% 
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which will be deposited 25 percent of one half of all coal 
severance receipts. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the coal severance tax. 


Coal Severance Tax 








Fiscal Year 


Total —@- General Fund 





OIL PRODUCTION TAX 


Revenue Description 


The oil production tax is imposed on the production of 
petroleum and other mineral or crude oil in the state. 
Gross taxable value of oil production is based on the type 
of well and type of production. 


Applicable Tax Rate(s) 


The oil production tax has numerous tax rates and 
distribution percentages depending on several factors. 
These factors include whether the oil is produced from a 
stripper well, an incentive well, from a well initially 
drilled before July 1, 1985, from a well newly drilled 
within the last year, and whether the interest being taxed 
is the working interest or the royalty interest. The table on 
the next page shows tax rates and distribution percentages 
for each type of pre-1985 oil and post-1985 oil. 


Distribution © 


Once the oil production tax has been collected, it is 
divided into a local share and a state share. The state 
share is further allocated to the general fund, the resource 
indemnity account, and a state special revenue account for 
use by the Board of Oil and Gas Conservation. Specific 
distribution percentages are found in the table on the 
following page. 


Summary of Legislative Action 
Table 1 summarizes the legislation passed by the 56th 


legislature that impacts oil severance tax collections. A 
brief narrative describing each bill follows Table 1. 


Table 1 
Oil Production Tax -- Legislation Passed by 56th Legislature 
Estimated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


HB 658 Revise local government severance tax to include "stripper well exemption" ($135,223) 
HB 661 Revise taxation of oil production from a stripper wwell 
SB 530 Generally revise the taxation of oil and natural gas production (89,483) 


Total Estimated General Fund Impact 





SB530-— Beginning January 1, 2000, SB530 eliminates the 
distinction between pre-1985 and post-1985 production in 
oil and natural gas taxation and repeals the unit value 
calculation that has been used to distribute taxes from pre- 
1985 wells. Tax year 1999 is a transition year; the pre- and 
post-1985 distinction is eliminated effective January 1, 
2000. SB 530 creates a new distinction between pre- and 
post-1999 production and adjusts the tax rates for many of 
the categories of oil and gas production. SB 530 allocates 
to the state all of the production taxes paid by working 
interests on new oil and gas production in the first 12 (or, 
in some cases, 18) months of production (i.e. during the 
“tax holiday” period). 


Effective January 1, 2000, oil and gas production taxes are 
distributed to counties based on taxes received from 
production in the county. The county treasurer allocates 
the taxes to taxing units based on prior year mills, 
including the 95 mills for schools and 6 mills for the 
university system. SB 530 is expected to reduce oil and 
natural gas fund revenues by $89,483 in fiscal 2000, and 
by $217,673 in fiscal 2000. The amount of this revenue 
reduction which is for oil and for natural gas is unknown. 
These estimates include the state’s 95 mill share of the 
local distribution. 


SB 530 repeals references to the local government 
severance tax on calendar 1995 production. School 
districts may not carry these tax payments in excess 
general fund reserves after January 1, 2000. 


HB 658 — For 011 production produced after June 30, 1999, 
HB 658 creates a new category of oil production called 
“stripper well exemption.” Any stripper well that 
produces 3 barrels of oil a day or less falls into this 


--------Fst Gain/Loss 
FY2000 FY2001 


($146,761) 
(541,807) 
(217,673) 


(493,003) 


($717,709) ($906,241) 





OIL PRODUCTION TAX 





Oil and Natural Gas Tax Rates and Revenue Distribution 
TY 2000 and Beyond - SB530, HB658, HB661 

















FTE TR Le ES State/Local Distribution | State Share Distribution 
Oil Production Tax Local State RITT P&L Gen. Fund 
Rate Share Share Share Share Share 


Pre-99 Working Interest 








60.70% 39.30% 
86.20% 13.80% 
60.70% 39.30% 

0.00% 100.00% 
60.70% 39.30% 
60.70% 39.30% 

0.00% 100.00% 
60.70% 
0.00% 
60.70% 


Regular 
Stripper - 1st 10 barrels 
Stripper - more than 10 barrels 












Stripper Exemption 





Secondary Incremental! 
WTertiary Incremental 
Horizontal: O-18 Mths 
Horizontal: after 18 Mths 
{Horizontal: Recompleted; O-18 Mths 
Horizontal: Recompleted; Aft 18 Mths 























Post-99 Working Interest 



















62.50% 37.50% 0.00% 
8.62% 5.17% 86.21% 
62.50% 37.50% 0.00% 
8.62% 5.17% 86.21% 
62.50% 37.50% 0.00% 
8.62% o,17 70 
8.62% 5.17% 86.21% 
62.50% 37.50% 0.00% 
8.62% 5.17% 86.21% 
62.50% 37.50% 0.00% 
8.62% 5.17% 


0.00% 
60.70% 
86.20% 
60.70% 
0.00% 
60.70% 
60.70% 
0.00% 
60.70% 
0.00% 
60.70% 











Stripper - 1st 10 barrels 5.80% 
Stripper - more than 10 barrels 9.30% 
Stripper Exemption 0.80% 
Secondary Incremental 8.80% 













Tertiary Incremental 6.10% 
Horizontal: O-18 Mths 
Horizontal: after 18 Mths 
Horizontal: Recompleted; O-18 Mths 5.80% 
Horizontal: Recompleted; Aft 18 Mths 

































All-Oii Royalties 15.10% 60.70% 


lNatural Gas Production Tax Local State 
Rate Share ' Share 


Pre-99 Working Interest 
Regular after 12 Months 
iStripper 


8.62% 5.17% 

















Gen. Fund 










86.00% 
86.00% 





14.50% 
14.50% 





Post-99 Working Interest 
New: 0-12 Months 

Regular after 12 Months 
Stripper 

iNew Horizontal O-18 Months 
[Horizontal after 18 months 



















0.00% 
86.00% 
86.00% 14.00% 
0.00% 


62.50% 37.50% 0.00% 
14.50% 8.70% 76.80% 
14.50% 8.70% 76.80% 
62.50% 37.50% 0.00% 





















All Natural Gas Royalties 14.50% 
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OIL PRODUCTION TAX 


category. The “stripper incentive” is_ eliminated. 
Production from wells producing 3 barrels or less per day 
is taxed at 0.5 percent of the gross taxable value of 
production for working interests and 14.8 percent for non- 
working interests. Schools and counties do not receive 
any of the taxes collected from working interests in the 
stripper well exemption category. The bill is expected to 
reduce oil production tax revenue to the general fund by 
$135,223 in fiscal 2000 and by $146,761 in fiscal 2001. 


HB 661 - for oil production produced after June 30, 1999, 
HB661 increases the maximum number of barrels that an 
oil well can produce in a day and still be classified as a 
stripper well from 10 to 15. The tax rate on the first 10 
barrels of production is set at 5.8 percent of the gross 
taxable value of production. The tax rate on production 
greater than 10 barrels is 9.3 percent. Non-working 
interests are taxed at 15.1 percent. HB 661 eliminates the 
- distinction between stripper oil production from pre-1985 
and post-1985 wells. The bill is expected to reduce oil 
production tax revenue to the general fund by $493,003 in 
fiscal 2000 and by $541,807 in fiscal 2001. 


GF 
Percent 
Change 


General Fund 
Collections 
Millions 


Total 
Collections 
Millions 


Fiscal 
Year 


7.056573 
10.544555 
18.654469 
45.473425 
43.787960 
32.6860 14 
32.526656 
23.152504 
10.762412 
16.484059 
13.234516 
14.510149 
18.885901 
20.427115 
17.037621 
12.092690 
12.026682 

9.730037 
12.067980 

8.146371 

6.392000 

6.050000 

6.625000 


ig 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


7.056573 
10.54.4555 
19.646958 
47.117535 
48.141445 
50.002206 
50.212317 
38.357103 
17.159254 
17.263010 
13.854902 
15.261870 
51.407045 
50.596822 
40.259237 
33.411917 
27.783958 
33.076501 
38.276996 
26.041066 
20.375000 
19.460000 
20.712000 


49.43% 
76.91% 
143.77% 
-3.71% 
-25.35% 
-0.49% 
-28.82% 
-53.52% 
53.16% 
-19.71% 
9.64% 
30.16% 
8.16% 
-16.59% 
-29.02% 
-0.55% 
-19.10% 
24.03% 
-32.50% 
-21.54% 
-5.35% 
9.50% 


Millions of Dollars 
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The three bills in combination will produce two tax rate 
regimes in calendar 1999 and then a third regime in 
calendar 2000 and beyond. In calendar 1999, between 
January 1 and December 31, a post-1999 category will be 
added to the pre-1985 and post-1985 categories. Between 
July 1 and December 31, the new stripper definition 
distinguishes between wells producing 10 barrels per day 
and wells producing between 10 and 15 barrels per day. 
In addition, during the same period, the new stripper well 
exemption will be in effect. Beginning on January 1, 
2000, these later definitions remain in force, and the pre- 
1985 and post-1985 distinctions are dropped and a pre- 
1999 category of oil and natural gas goes into effect. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the oil severance tax. 


Oil Tax. 


Fiscal Year 


@ = Total ©@ General Fund ) 





LOTTERY PROFITS 





Revenue Description 


The Montana state lottery was enacted by legislative 
referendum and became effective January 1, 1987. The 
first lottery game was launched in June 1987. A lottery is 
generally defined as “‘any procedure in which one or more 
prizes are distributed among persons who have paid for a 
chance to win a prize.” The games are administered by 
the Department of Commerce. By law, a minimum of 
45.0 percent of the money paid for tickets or chances must 
be paid out as prize money. 


Lottery revenue is derived from ticket sales, license fees, 
and unclaimed prizes. Revenue is initially deposited into 
an enterprise fund known as the state lottery fund. 


Applicable Tax Rate(s) 


There is no actual tax rate involved. However, license 
applicants are charged a $50.00 fee to cover the cost of 
investigating and processing the applications. 


Total General Fund GF 
Fiscal Collections Collections Percent 
Year Millions Millions Change 

A 1979 0.000000 0.000000 

A 1980 0.000000 0.000000 Not App. 

Ay BL OR 0.000000 0.000000 Not App. 

A 1982 0.000000 0.000000 Not App. 

A = 1983 0.000000 0.000000 Not App. 

A 1984 0.000000 0.000000 Not App. 5 
A 1985 0.000000 0.000000 Not App. 2 
A 1986 0.000000 0.000000 Not App. ‘S 
A 1987 0.000000 0.000000 Not App. = 
A 1988 0.000000 0.000000 Not App. = 
A 1989 0.000000 0.000000 Not App. % 
A 1990 (0.000000 0.000000 Not App. 

A 199] 4.200337 4.200337 Not App. 

A 1992 5.582834 5.493509 30.79% 

A 1993 8.868627 8.061582 46.75% 

A 1994 9.377235 8.523907 S370 

A 1995 7.811958 7.811958 -8.35% 

A 1996 7.858821 7.858821 0.60% 

A 1997 6.553475 6.553475 -16.61% 

A 1998 6.564337 6.564337 0.17% 

IE 1999 5.424000 5.424000 -17.37% 

Ee 2000 6.537000 6.537000 20.52% 
Ean) | 6.464000 6.464000 -1.12% 
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Distribution , 


All gross lottery revenue not used for prizes, commissions, 
and operating expenses, together with the interest earned 
(on the gross revenue while the gross revenue is in the 
enterprise fund), is considered net revenue. This net 
revenue is transferred to the general fund. 


Summary of Legislative Action 


SB 55 - Beginning with fiscal 2002, SB 55 subjects the 
lottery enterprise fund to appropriation. This could impact 
future transfers to the general fund. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for lottery profits. 


Lottery Profit 








Fiscal Year 





@- Total ~@®~ General Fund 














LIQUOR EXCISE TAX 


Revenue Description 


The Department of Revenue (DOR) is authorized to sell 
liquor to retail liquor establishments throughout the state. 
These sales result in profits and taxes which are deposited 
in various state and local accounts. An excise tax is 
collected both on liquor sold by DOR and for liquor 
purchased outside the state, by airlines and railroads 
(carriers), for consumption within the state. The 
department also collects a license tax on the sale of liquor. 
A small portion of the excise tax revenue is returned to 
Indian tribes per an agreement with the Department of 
Revenue. 


Applicable Tax Rate(s) 


Excise Tax Rate: 


16.0% of the retail selling price on all liquor sold 
and delivered in the state by a company that 
manufactured, distilled, rectified, bottled or 
processed, and sold more than 200,000 proof 
gallons of liquor nationwide in the calendar year 
preceding imposition of the tax. 


13.8% of the retail selling price on all liquor sold 
and delivered in the state by a company that 
manufactured, distilled, rectified, bottled or 
processed, and sold not more than 200,000 proof 
gallons of liquor nationwide in the calendar year 
preceding imposition of the tax. 


The amount of excise taxes paid by carriers includes 
additional factors related to departures and passenger 
miles. 


License Tax Rate: 


10.0% of the retail selling price on all liquor sold 
and delivered in the state by a company that 
manufactured, distilled, rectified, bottled or 
processed, and that sold more than 200,000 proof 
gallons of liquor nationwide in the calendar year 
preceding imposition of the tax. 


8.6% of the retail selling price on all liquor sold 
and delivered in the state by a company that 
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manufactured, distilled, rectified, bottled or 
processed, and that sold not more than 200,000 
proof gallons of liquor nationwide in the calendar 
year preceding imposition of the tax. 


The license tax must be charged and collected on all liquor 
brought into the state and taxed by DOR. The retail 
selling price must be computed by adding to the cost of 
the liquor the state markup as designated by the 
department. The license tax must be figured in the same 
manner as the state excise tax and is in addition to the state 
excise tax. 


Distribution 


The excise tax 1s deposited in the general fund. 


License tax revenue is statutorily appropriated to DOR and 
then disbursed: 


30.0% to counties who distribute the revenue to 
cities and towns based on the proportion of gross 
sale of liquor in each city or town to the gross sale 
of liquor in the county. 


4.5% to counties based on the amount of liquor 
purchased in the county. 


65.5% to the Department of Public Health and 
Human Services for alcohol treatment and 


rehabilitation programs, some of which is 
distributed to cities, towns, and counties. 


Summary of Legislative Action 


The 56th Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the liquor excise tax. 


Fiscal 
Year 


1979 
1980 
1981 
~ 1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


Total 
Collections 
Millions 


11.406432 
9.367704 
10.300261 
10.675236 
10.655421 
10.422641 
9.642852 
9.482576 
9.079530 
8.646707 
8.819075 
8.814424 
9.361042 
9.946010 
10.571520 
10.303391 
10.255831 
11.871701 
10.126391 
10.585431 
10.760000 
10.945000 
11.134000 


General Fund 
Collections 
Millions 


7.022237 
5.764741 
6.340958 
6.572066 
6.559727 
6.415784 
5.935058 
5.836884 
5.589174 
5.322934 
5.429220) 
5.428076 
5.759437 
6.122351 
6.645090 
6.323863 
6.217993 
7.202584 
6.106989 
6.412379 
6.517000 
6.628000 
6.744000 





LIQUOR EXCISE TAX 


GF 
Percent 
Change. 


-17.91% 
10.00% 
3.64% 
-0.19% 
-2.19% 
-7.49% 
-1.65% 
-4.24% 
-4.76% 
2.00% 
-0.02% 
6.10% 
6.30% 
8.54% 
-4.83% 
-1.67% 
15.83% 
-15.21% 
5.00% 
1.63% 
1.70% 
1.75% 
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Liquor Excise Tax | 





Fiscal Year 


=Total ~@~ General Fund | 








NURSING FACILITIES FEE 


Revenue Description 


Qualified nursing facilities are required to pay a utilization 
fee of $2.80 per bed day. Nursing facilities are health care 
facilities licensed by the Department of Public Health and 
Human Services and include those operated for profit or 
non-profit, freestanding or part of another health facility, 
and publicly or privately owned. According to federal 
definitions, nursing facilities do not include adult foster 
homes, retirement homes, and other alternative living 
arrangements. Bed days are defined as a 24-hour period 
in which a resident of a nursing facility is present in the 
facility or in which a bed 1s held for a resident while on 
temporary leave. 


Applicable Tax Rate(s) 


$2.80 per bed day 


Total General Fund GF 
Fiscal Collections Collections Percent 
Year Millions Millions Change 

A 1979 0.000000 0.000000 

A 1980 0.000000 0.000000 Not App. 

A 1981 0.000000 0.000000 Not App. 

A 1982 0.000000 0.000000 Not App. 

A 1983 0.000000 0.000000 Not App. 

A 1984 0.000000 0.000000 Not App. = 
A 1985 0.000000 0.000000 Not App. zs 
A 1986 0.000000 0.000000 Not App. S 
Ay 1987 (0.000000 0.000000 Not App. E 
A 1988 0.000000 0.000000 Not App. = 
A 1989 0.000000 0.000000 Not App. - 
A 1990 0.000000 0.000000 Not App. 

A 199] 0.000000 0.000000 Not App. 

A 1992 1.587432 1.587432 Not App. 

A 1993 3.131331 3.131331 97.26% 

A 1994 4.739832 0.000000 -100.00% 

A 1995 6.364377 0.000000 Not App. 

A 1996 6.579620 6.579620 Not App. 

A 1997 6.572123 6.572123 -0.11% 

A 1998 6.200413 6.200413 -5.66% 

F 1999 6.690000 6.090000 -1.78% 

F 2000 5.981000 5.981000 -1.79% 

F 2001 5.874000 5.874000 -1.79% 
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Distribution 


All nursing facility fee revenue is deposited in the general 
fund. 


Summary of Legislative Action 


The Fifty-sixth Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the nursing facilities 
fee. 


Nursing Facilities Fee 


& Total ~@- General Fund | 








TELEPHONE LICENSE TAX 





Revenue Description 


The telephone company license tax is levied on the gross 
income earned by any telephone business within the state, 
including the transmission of telephone messages by line 
or by microwave equipment. 


Applicable Tax Rate(s): 


An exemption is allowed for the first $250 of gross 
income earned each quarter. The current tax rate of 1.8% 
is applied to the adjusted gross income level. Gross 
income is dependent on the quantity of services provided 
and the price of the services offered. 


Distribution 
All proceeds are deposited into the general fund. 
Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts telephone license tax collections. 
A brief narrative describing each bill follows Table 1. 


Table 1 


consumers (except internet service consumers per SB192) 
which is to be collected by all centrally assessed telephone 
companies. Rural telephone cooperatives and local 
exchange carriers will also collect the tax if they were 
subject to competition upon passage of the act. Rural 
telephone cooperatives and local exchange carriers who 
are not currently subject to competition but become 
subject to competition in the future will remain exempt 
from collection of the tax. Also exempt are purchases of 
telephone services by the federal government, calls made 
on pay phones or using pre-paid calling cards. The tax 
will be collected quarterly, and payment of the tax is due 
no later than 60 days after the end of the quarter to which 
the tax applies. The revenue from the telephone excise tax 
will be deposited in the state general fund. The new 
telephone excise tax is expected to generate $12.4 million 
in fiscal 2000, and $25.9 million in fiscal 2001. 


SB172 — Beginning July 1, 2000 and ending July 1, 2004, 
SB172 authorizes a 20 percent credit against liability 
under the new telephone excise tax for investments in 
advanced telecommunication infrastructure improvements. 
Telecommunications service providers will qualify for the 
credit by submitting an application to the Economic 
Development CBDG Loan Review committee for 
consideration through a competitive grant program. The 


Telephone License Tax -- Legislation Passed by 56th Legislature 
Es timated General Fund Impact for the 2001 Biennium 


Bill No. 


Short Title 


HB 128 
HB 128 
ae 3 
SB 192 


Telephone license tax credit 


Clarify taxation of internet access services 


Total Estimated General Fund Impact 


House Bill 128 — Beginning January 1, 2000, HB128 
repeals the telephone company license tax (1.8 percent) 
and imposes a new telephone excise tax of 3.75 percent on 
the sales price of retail telecommunications. The 
telephone excise tax 1s imposed on telephone service 


Generally revise taxation of telecommunications-telephone excise tax 


Generally revise taxation of telecommunications-telephone license tax 
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FY2000 FY2001 


$12,372,000 $25,936,000 
($3,172,000) ($6,650,000) 
ea (2,000,000) 

(5,500) 0 


$9,194,500 $17,286,000 


DOR will be informed as to the successful candidates. 


' Statewide, the credits may not exceed $2 million. It is 


expected that the full statewide credit amount will be 
achieved in fiscal 2001. 


—— 


TELEPHONE LICENSE TAX 


SB192 — Beginning in tax year 1999 and ending on 
January 1, 2000, SB192 clarifies that internet access 
services are not taxable under the telephone license tax. 
Internet access services were taxed in practice but 
compliance was low. The HJR2 revenue estimates for the 
license tax contained a small amount of general fund 
revenue in fiscal years 1999 ($11,000) and 2000 ($5,000) 
from internet access services which will no longer be 
collectible. The exemption for internet access services is 


Total General Fund GF 


Fiscal 
Year 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


Collections 


Collections 


Millions 


1.634245 
1.783776 
2.039383 
2.167815 
2.463670 
2.521905 
2.931732 
3.243935 
3.546256 
3.450499 
3.580073 
3.760038 
3.899657 
4.983796 
3.865712 
6.835201 
4.800861 
5.711933 
6.045081 
5.773341 
6.052000 
15.539000 
23.936000 


Millions 


1.634245 
1.783776 
2.039383 
2.167815 
2.463670 
2.521905 
2.931732 
3.243935 
3.546256 
3.450499 
3.580073 
3.760038 
3.899657 
4.983796 
3.865712 
6.835201 
4.800861 
5.711933 
6.045081 
5.773341 
6.052000 
15.539000 
23.936000 


Percent 
Change 


9.15% 
14.33% 
6.30% 
13.65% 
2.36% 
16.25% 
10.65% 
9.32% 
-2.70% 
3.76% 
5.03% 
3.71% 
27.80% 
-22.43% 
76.82% 
-29.76% 
18.98% 
5.83% 
-4.50% 
4.83% 
156.76% 
54.04% 
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expected to apply to the new telephone license tax under 
the federal internet tax freedom act. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the telephone license tax. 


Telephone License Tax 





Fiscal Year 


& Total ~®~ General Fund 








LIQUOR PROFITS 





Revenue Description 


The Department of Revenue (DOR) is authorized to sell 
liquor and wine to retail liquor establishments throughout 
the state. These sales result in profits and taxes which are 
deposited in various state and local accounts. Tax 
revenues generated from liquor excise and license taxes, 
as well as wine taxes, are estimated under separate 
methodologies. 


Liquor profits received by the state are primarily generated 
by a mark-up on the sale of liquor and wine, less costs 
such as commissions and discounts. A 40.0 percent mark- 
up is added to the state’s base cost for liquor. The state’s 
mark-up on wine (excluding hard cider) varies according 
to the size of the container and whether or not it is fortified 
wine or table wine. The mark-up percentage for both 


General Fund GF 
Collections Percent 
Millions Change 


Total 
Collections 
Millions 


Fiscal 
Year 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2060 
2001 


7.200000 
5.500887 
7.499113 
5.750000 
4.500000 
5.782000 
4.466000 
4.500000 
5.000000 
3.633000 
3.600000 
3.500000 
7.750000 
5.363000 
3.800000 
3.437523 
3.537241 
6.300000 
4.675000 
5.400000 
5.582000 
5.667000 
5.754000 


7.200000 
5.500887 
7.499113 
5.750000 
4.500000 
5.782000 
4.466000 
4.500000 
5.000000 
3.633000 
3.600000 
3.500000 
7.750000 
5.363000 
3.800000 
3.437523 
3.537241 
6.300000 
4.675000 
5.400000 
5.582000 
5.667000 
5.754000 


-23.60% 
36.33% 
-23.32% 
-21.74% 
28.49% 
-22.76% 
0.76% 
11.11% 
-27.34% 
-0.91% 
-2.78% 
121.43% 
-30.80% 
-29.14% 
-9.54% 
2.90% 
78.10% 
-25.79% 
15.51% 
3.37% 
1.52% 
1.54% 


Millions of Dollars 
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liquor and wine is determined by administrative rule (see 
ARM 42.11.104). 


Distribution 


Liquor profits are usually deposited in the general fund 
annually. 


Summary of Legislative Action 


The Fifty-sixth Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for liquor profits. 


Liquor Profit 


a 
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| 














Fiscal Year 





& Total ~@~ General Fund 








ELECTRICAL ENERGY TAX 


Revenue Description 


The electrical energy license tax is imposed on each 
person or organization engaged in_ generating, 
manufacturing; or producing electrical energy in Montana. 


Applicable Tax Rate(s) 


The tax of $0.0002 per kilowatt-hour is levied against all 
electrical energy produced within the state. A deduction 
is allowed for "actual and necessary" energy use by the 
plant for the production of the energy. Electrical energy 
taxes may be reduced by an interest differential credit 
claimed by the producers. This credit is determined by the 
difference between the actual interest received on energy 
conservation loans and the average interest rate for home 
improvement loans. 


Distribution 
All proceeds are deposited into the general fund. 
Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts electrical energy tax collections. 
A brief narrative describing each bill follows Table 1. 


Table 1 


produced in-state for delivery in-state, or is produced 
outside the state for delivery in-state, the taxpayer is the 
distribution services provider, and the tax is collected by 
the transmission services provider. 


The electrical energy tax, at a rate of 0.02 cents per 
kilowatt hour on Montana-based production, remains in 
effect. 


The WET tax does not apply to: 1) electricity that is 
transmitted through the state that 1s neither produced or 
consumed in the state; 2) electricity generated in the state 
by an agency of the federal government for delivery 
outside the state; 3) electricity delivered to a distribution 
services provider that is a municipal utility or a rural 
electric cooperative which opts out of competition under 
HB390 (1997 legislature); 4) electricity delivered to a 
purchaser that receives its power directly from a 
transmission or distribution facility owned by an entity of 
the US government; 5) electricity meeting certain 
contractual requirements that is delivered by a distribution 
services provider that was first served by a public utility 
after December 31, 1996; and 6) electricity that has been 
subject to the transmission tax in another state. 


The WET tax is collected quarterly and is due 60 days 
after the end of the quarter to which the tax applies. The 
revenue from the tax 1s deposited in the general fund. The 


Hectrical Energy Tax -- Legislation Passed by 56th Legislature 
Estimated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


HB 174 


HB 174 — Beginning January 1, 2000, HB 174, creates a 
new wholesale energy transaction (WET) tax which is 
imposed upon electricity transmitted and sold within 
Montana. The tax rate is set at 0.015 cents (0.15 mills) per 
kilowatt hour. If the electricity is produced in-state and 
sold out of state, the taxpayer is the person(s) owning the 
electrical generation property, and the tax is collected by 
the transmission services provider. If the electricity is 


Generally revise taxation of electrical generation facilities 
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FY2001 


FY2000 


$1,701,000 $3,425,000 


WET tax is expected to produce $1.7 million in fiscal 
2000 and $3.4 million in fiscal 2001. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the electrical energy tax. 





ELECTRICAL ENERGY TAX : 





Total General Fund GF ote ee 
Fiscal Collections Collections Percent | Electrical Energy Tax 


Year. Millions Millions Change 








1979 2.523707 2.523707 

1980 2.060960 2.060960 -18.34% 
1981 1.367959 1.367959 -33.63% 
1982 1.753173 1.753173 28.16% 
1983 1.546157 1.546157 -11.81% 
1984 2.413172 2.413172 56.08% 
1985 2.361855 2.361855 -2.13% 
1986 2.530403 2.530403 7.14% 
1987 2.991861 2.991861 18.24% 
1988 3.311082 3.311082 10.67% 
1989 3.815964 3.815964 15.25% 
1990 4.100543 4.100543 7.46% 
199] 3.906194 3.906194 -4.74% 
1992 4.937510 4.937510 26.40% 
1993 4.232200 4.232200 -14.28% 
1994 3.728365 3.728365 -11.90% 
1995 3.885910 3.885910 4.23% 
1996 3.520407 3.520407 -9.41% 
1997 3.849052 3.849052 9.34% 
1998 4.401728 4.401728 14.36% Fiscal Year 

1999 4.564000 4.564000 3.69% ee + 
2000 6.268000 6.268000 37.34% @ Total @ General Fund 
2001 8.031000 8.031000 28.13% aa ARES 
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INVESTMENT LICENSES 


Revenue Description 


Investment advisors and investment companies pay 
various fees to the state. These fees are for the registration 
of securities and agents, for registration of securities by 
notification, or for notice of a federal filing of a federally 
secured security. 


Applicable Tax Rate(s) 


Varies, cannot be less than $200 or more than $1,000. 
Both one-time and annual fees are included here. 


Distribution 


All such fees except portfolio registration fees are 
deposited to the general fund. Portfolio registration fees 


General Fund 
Collections 
Millions 


GF 
Percent 
Change 


Total 
Collections 
Millions 


0.231651 
0.345883 
0.474417 
0.851052 
1.280643 
1.588315 
1.719086 
1.986908 
2.140191 
2.249184 
2.066512 
2.040484 
1.926470 
2.148119 
2.428086 
4.099445 
4.497142 
4.954212 
5.724848 
6.241477 
6.743000 
7.252000 
7.769000 


0.231651 
0.345883 
0.474417 
0.851052 
1.280643 
1.588315 
1.719086 
0.000000 
0.000000 
0.000000 
0.000000 
2.040484 
1.926470 
2.148119 
2.428086 
2.999890 
3.098903 
3.343572 
3.710080 
4.085657 
4.393000 
4.691000 
4.978000 


49.31% 
37.16% 
79.39% 
50.48% 
24.02% 
8.23% 
-100.00% 
Not App. 
Not App. 
Not App. 
Not App. 
-5.59% 
11.51% 
13.03% 
23.55% 
3.30% 
7.90% 
10.96% 
10.12% 
7.52% 
6.78% 
6.12% 
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are deposited in a state special revenue account from 
which the State Auditor pays for expenses associated with 
the regulation of portfolio activities. The excess in this 
account is transferred to the general fund throughout the 
year as a residual equity transfer. 


Summary of Legislative Action 


The Fifty-sixth Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for investment license 
fees. 


Investment Licenses 


Fiscal Year 


Total ©@~» General Fund | 











HIGHWAY PATROL FINES 





Revenue Description 


The highway patrol issues citations for speeding, driving 
under the influence of alcohol or drugs, and other 
misdemeanors. Fines and forfeitures associated with these 
citations are collected by various state and local courts. 


Distribution 


Highway patrol fines and forfeitures on all offenses that 
result from citations issued by the highway patrol, except 
those paid to a justice’s court, are deposited in the general 
fund, except that 18 percent of these fines are deposited 
into the crime victims compensation and assistance 
account until it reaches a balance of $500,000, after which 
all highway patrol fines are deposited in the general fund. 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the 56th 
legislature that impacts highway patrol fine collections. A 
brief narrative describing each bill follows Table 1. 


Senate Bill 133 -- Effective May 28, 1999, there is a 
numerical daytime speed limit imposed on the federal-aid 
interstate and public highways of the state as follows: 


Table 1 
Highway Patrol Fines — Legislation Passed by 56th Legislature 
Es timated General Fund Impact for the 2001 Biennium 


Short Title 


Numerical daytime speed limit 





°. On a federal-aid interstate highway outside an 
urbanized area of 50,000 population or more, 75 
miles an hour at all times; 

° On a federal-aid interstate highway within an 
urbanized area of 50,000 population or more, 65 
miles an hour at all times; 

° On any other public highway of the state, 70 miles 
an hour during the daytime and 65 miles an hour 
during the nighttime; 

° On U.S. highway 93 between the Canadian and 
Idaho borders, 65 miles an hour at all times. 


SB 133 establishes fine amounts for speed in excess of the 
limit ranging from $20 to $100. The fiscal note 
accompanying SB 133 estimates additional general fund 
revenue of $0.52 million in fiscal 2000 and $0.69 million 
in fiscal 2001. A technical error discovered after passage 
of the bill would have resulted in higher fines or penalties 
than intended. The 56th Legislature is expected to address 
this issue at its June 1999 special legislative session. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for highway patrol! fines. 


FY2000 FY2001 


$520,991 $694,655 





HIGHWAY PATROL FINES 





Total General Fund GF apna oe ee te OF 
Fiscal Collections Collections Percent | Highway Patrol Fines 
Year Millions Millions Change ede ah EW ncaty atincatMenile 


1979 0.658976 0.658976 

1980 0.774990 0.774990 17.61% 
1981 0.872830 0.872830 12.62% 
1982 0.835676 0.835676 -4.26% 
1983 0.759811 0.759811 -9.08% 
1984 . 0.667243 0.667243 -12.18% 
1985 0.674271 0.674271 1.05% 
1986 0.525237 0.525237 -22.10% 
1987 0.525734 0.525734 0.09% 
1988 0.558292 0.558292 6.19% 
1989 0.570900 0.570900 2.26% 
1990 2.609737 (0).602244 5.49% 
199] 2.720146 0.644476 7.01% 
1992 3.339020 1.122195 74.13% 
1993 3.245957 0.999230) - 10.96% 
1994 3.091071 0.988376 - 1.09% 
1995 3.425943 1.67299] 69.27% 
1996 3.373631 3.373631 101.65% 
1997 3.643555 3.643555 8.00% 
1998 3.800656 3.800656 4.31% Fiscal Year 

1999 3.965000 3.965000 4.32% : saeeidibaicetalh es , 
2000 4.657000 4.657000 17.45% @ Total © General Fund 
2001 5.009000 5.009000 7.56% ae fh ‘ 
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DRIVERS' LICENSE FEES 





Revenue Description Distribution 

A resident of Montana must have a valid driver's license The distribution of license fee revenue varies by the type 
to operate a motor vehicle on any highway in the state. A of license. The table below shows the current statutory 
driver's license is issued only if the applicant passes distribution. Note: the portion allocated to counties 
specified examinations and pays a fee. The fees are applies only when the county collects the fee. Otherwise, 
collected by Department of Justice, Motor Vehicle the county allocation is added to the general fund 
Division staff or county treasurers and are forwarded to distribution. 

the state treasurer for deposit. The fees included in this 

source are from regular driver’s licenses, commercial Summary of Legislative Action 

driver’s licenses, motorcycle endorsements, and duplicate 

Sa ae The 56th Legislature did not enact legislation that 


; impacted this general fund revenue source. 
Applicable Tax Rate(s) 


. . Revenue Projection 
Drivers’ license fees are: 
hie as male. The table and graphic below present the historical and 
- driver's license, except a commercial driver's license - ; a 
projected revenue collections for drivers' license fees. 
$4.00 per year or fraction of a year 
- motorcycle endorsement - $.50 per year or fraction of 
a year 
- commercial driver's license: 
interstate - $5.00 per year or fraction of a year 
intrastate - $3.50 per year or fraction of a year 
- duplicate license - $5.00 


Distribution of Drivers' License Fees 


“ommercia 
Drivers’ Duplicate Motorcycle Drivers’ 
License License Endorsement License 


Montana Highway Patrol 16.70% 25.00% 
Counties or DOJ 2.50% 37920 
Traffic Safety & Education 26.25% 8.75% 
General Fund 54.55% 62.50% 


Total 100.00% 100.00% 
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Fiscal 
Year 


1979 
1980 
198] 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


Total 
Collections 


General Fund 


Collections 


Millions 


1.237413 
1.302032 
1.270064 
1.376728 
1.427548 
1.328563 
1.320716 
1.960814 
1.971861 
1.939289 
1.934339 
2.065777 
2.114827 
3.091645 
3.043986 
3.151465 
3.259640 
4.525185 
5.033910 
4.824378 
4.839000 
3.838000 
3.314000 


Millions 


1.171820 
1.189350 
1.163647 
0.916606 
0.816365 
0.799616 
0.803983 
0.796349 
0.802900 
0.790325 
0.788321 
0.862954 
0.882589 
1.775859 
1.693173 
1.855408 
2.184202 
2.574068 
2.953533 
2.827707 
2.846000 
2.242000 
1.925000 


GF 
Percent 
Change 


1.50% 
-2.16% 
-21.23% 
-10.94% 
-2.05% 
0.55% 
-0.95% 
0.82% 
-1.57% 
-0.25% 
9.47% 
2.28% 
101.21% 
-4.66% 
9.58% 
17.72% 
17.85% 
14.74% 
-4.26% 
0.65% 
-21.22% 
-14.14% 


Millions of Dollars 
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DRIVERS' LICENSE FEES 


_Drivers' License Fee 


&- Total © @- General Fund 





Fiscal Year 








METALLIFEROUS MINES TAX 





Revenue Description 


The metalliferous mines license tax 1s imposed on the 
production of metals, gems or stones in the state. The tax 
rate is applied to the gross value of the product, which is 
defined as the market value of the commodity multiplied 
by the quantity produced. 


Applicable Tax Rate(s) 


The tax rate is as follows: 


For concentrates shipped to a smelter, mill, or reduction 
work: 


Gross Value Rate 
$0-$250,000 Exempt 
$250,001 and Above 1.81% 


For gold, silver, or any platinum group metal that is dore, 
bullion, or matte and that is shipped to a refinery: 


Gross Value Rate 

$0-$250,000 Exempt 

$250,001 and Above 1.6% 
Distribution 


The distribution of the metal mines tax has been altered 
several times during the 1990s. The table below shows 
recent historical distributions of the metal mines tax. 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the Fifty- 


Distribution of Metal Mines Tax 
(Percent) 


Fiscal Fiscal Fis cal 
1994-1995 1996-1997 1998&Bey ond 


General Fund 
RIT Trust 
Groundwater Assessment 
Abandoned Mines 
Orphan Share 
| Reclamation & Dev. Grants 
| Hard Rock Mining 
Counties 


Metalliferous Mines Tax -- Legislation Passed by 56th Legislature 


Bill No. Short Title 


HB 420 Allow deduction of transportation costs in computing taxes on metal mines 


Total Estimated General Fund Impact 





Fs timated General Fund Impact for the 2001 Biennium 


-—---Est Gain/Loss--—-— 
FY2000 FY2001 


($130,575) 
SB 49 Revise allocation of RIT interest for enumerated purposes 0 0 


($137,027) 


($137,027) ($130,575) 





METALLIFEROUS MINES TAX 


sixth legislature that impacts metal mines tax collections. 
A brief narrative describing each bill follows Table 1. 


HB 420 — Beginning in tax year 1999, HB 420 allows for 
the deduction of costs related to the transportation of 
minerals from the mine to the smelter when calculating 
metal mines taxes. 


SB 49 -- Beginning July 1, 1999, SB 49 increases the 
allocation of the metal mines tax to the reclamation and 
development grants program account from 4.8 percent 


General Fund 
Collections 
Millions 


GF 
Percent 
Change 


Total 
Collections 
Millions 


Fiscal 
Year 


1.544518 
2.516820 
1.564569 
1.861208 
1.542061 
2.630135 
1.977324 
0.989852 
1.211030 
2.961778 
4.257531 
3.664579 
4.638654 | 
3.965609 
4.030946 
3.613074 | 
3.050414 
4.025856 
2.696167 
2.306801 
2.869000 
3.388000 
3.225000 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


1.544518 
2.516820 
1.564569 
1.861208 
1.542061 
2.630135 
1.977324 
1.479993 
1.756121 
4.248913 
6.355005 
6.306356 
7.855130 
6.595466 
6.521077 
6.229683 
5:259335 
6.941131 
4.648563 
3.977699 
4.946000 
5.898000 
5.618000 


62.95% 
-37.84% 
18.96% 
-17.15% 
70.56% 
-24. 82% 
-49.94% 
22.34% 
144.57% 
43.75% 
-13.93% 
26.58% 
-14.51% 
1.65% 
-10.37% 
-15.57% 
31.98% 
-33.03% 
-14.44% 
24.37% 
18.09% 
-4.81% 


Millions of Dollars 
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to 7 percent and eliminates an allocation (2.2 percent) of 
the metal mines tax to the groundwater assessment 
account. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the metal mines tax. 


| Metal Mines Tax. 


Fiscal Year 


Total ~@ > General Fund 





PUBLIC CONTRACTORS TAX 





Revenue Description 


Contractors or subcontractors submitting a proposal to 
perform construction work in Montana for the federal 
government, state government, or any political 
subdivision, must be licensed as a public contractor. A 
license 1s not required in order to bid on contracts in which 
federal aid is used for highway construction, but a license 
is required once the bid is awarded. 


Applicable Tax Rate(s) 


A 1.0 percent license fee is applied to the gross receipts of 
each separate project let by any of the listed public 
entities. However, the license fee paid may be used as a 
credit on the contractor's corporate, individual, or personal 
property tax return. 


GF 
Percent 
Change 


General Fund 
Collections 
Millions 


Total 
Collections 
Millions 


Fiscal 
Year 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


6.335000 
1.728618 
0.391338 
0.234907 
1.113275 
1.152868 
1.935117 
1.916303 
1.094458 
0.488446 
0.987887 
1.118458 
1.300905 
1.270364 
1.530528 
0.964193 
1.192445 
1.621441 
1.963791 
2.290944 
2.573000 
3.176000 
3.520000 


6.335000 
1.728618 
0.391338 
0.234907 
1.113275 
1.152868 
1.935117 
1.916303 
1.094458 
0.488446 
0.987887 
1.118458 
1.300905 
1.270364 
1.530528 
0.964193 
1.192445 
1.621441 
1.963791 
2.290944 
2.573000 
3.176000 
3.520000 


-72.71% 
-77.36% 
-39.97% 
373.92% 
3.56% 
67.85% 
-0.97% 
-42.89% 
-55.37% 
102.25% 
13.22% 
16.31% 
-2.35% 
20.48% 
-37.00% 
23.67% 
35.98% 
21.11% 
16.66% 
12.31% 
23.44% 
10.83% 
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Distribution © ‘ 


All public contractor tax revenue is deposited into the 
general fund. 


Summary of Legislative Action 


The Fifty-sixth Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the public contractors 
tax. 


‘Public Contractor Tax 





























Fiscal Year 


@ Total ©@» General Fund 








RAILROAD CAR TAX 


Revenue Description 


All railroad property subject to taxation is defined in the 
Railroad Revitalization and Regulatory Reform Act of 
1976. The tax rate for class twelve property is the lesser 
of 12.0% or the average statutoary tax rate for commercial 
and industrial property. Railroad car companies, which 
operate in several states, pay taxes on the portion of the 
property value allocated to Montana, based on the ratio of 
the car miles traveled within Montana to the total number 
of car miles traveled in all states, as well as time spent in 
the state relative to time spent in other states. 


Applicable Tax Rate(s) 


The tax rate is equal to the previous year's average 
statewide tax rate for commercial and industrial property. 


GF 
Percent 
Change 


General Fund 
Collections 
Millions 


Total 
Collections 
Millions 


Fiscal 
Year 


0.675790 
0.956356 
1.200093 
1.344761 
1.432164 
1.334111 
1.379418 
1.195066 
1212219 
1.229618 
1.125739 
1.166312 
1.297794 
1.272134 
0.059930 
0.066530 
0.691978 
0.780125 
6.308625 
2.054244 
2.110000 
2.130000 
2.153000 


1979 
1986 
198] 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


0.675790 
0.956356 
1.200093 
1.344761 
1.432164 
1.334111 
1.379418 
1.195066 
1.212219 
1.229618 
1.125739 
1.166312 
1.297794 
1.272134 
0.059930 
0.066530 
0.691978 
0.780125 
6.308625 
2.054244 
2.110000 
2.130000 
2.153000 


41.52% 
25.49% 
12.05% 
6.50% 
-6.85% 
3.40% 
-13.36% 
1.44% 
1.44% 
-8.45% 
3.60% 
11.27% 
-1.98% 
-95.29% 
11.01% 
940.10% 
12.74% 
708.67% 
-67.44% 
2.71% 
0.95% 
1.08% 
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This is multiplied by 95.0 percent of the average statewide 
mill levy for commercial and industrial property. 


Distribution 
All revenue from this tax is deposited in the general fund. 
Summary of Legislative Action 


The Fifty-sixth Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the railroad car tax. 


Fiscal Year 


@ Total ~@® General Fund | 











TOBACCO TAX 





Revenue Description 


A tax of 12.5 percent of the wholesale price of tobacco 
products other than cigarettes is collected by the 
Department of Revenue (DOR). The tax is considered to 
be a direct tax on retail consumers but is collected by the 
wholesaler. Tobacco products shipped from Montana and 
destined for retail sale and consumption outside the state 
are not subject to the tax. The wholesaler must pay DOR 
the taxes in full less a 5.0 percent discount for the 
wholesaler’s collection and administrative expense. The 
wholesaler is entitled to a refund for tobacco products 
which remain unsold. 


The state has a tobacco agreement with only one tribe in 
Montana. In the agreement with the Blackfeet Tribe, the 
state collects a tax imposed by the Tribe and forwards the 
revenue to the Tribe. Indian consumers of tobacco on 
other reservations pay the tobacco tax. 


Applicable Tax Rate(s) 


Twelve and one-half percent of the wholesale price of 
(non-cigarette) tobacco products. 


Total General Fund GF 
Collections Collections Percent 
Millions Millions Change 


hO7e 0.367363 
1980 0.39783 1 
1981 0.464768 
1982 0.519448 
1983 0.581203 
1984 0.692898 
1985 0.650793 
1986 0.669932 
1987 0.720332 
1988 0.773440 
1989 0.802615 
1990 0.893111 
199] 1.006909 
1992 1.224587 
1993 1.308951 
1994 1.328907 
Es) 1.446101 
1996 1.579547 0.000000 
1997 1.7023 13 0.000000 Not App. 
1998 1.801084 1.778739 Not App. 
1999 1.904000 1.882000 5.81% 
2000 2.018000 1.995000 6.00% 
2001 2.140000 2.116000 6.07% 


0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 


Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 
Not App. 


Millions of Dollars 








Distribution . 


All proceeds, less monies paid according to tribal 
agreements, are deposited into the general fund. 


Summary of Legislative Action 


The Fifty-sixth Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the tobacco tax. 





Tobacco Tax - 


| 
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Fiscal Year 





@ Total ~@- General Fund 





LONG RANGE BOND EXCESS 


Revenue Description 


Statute provides for a debt service account which is used 
to pay interest and principal on long range building 
program bonds and to accumulate reserves for payment of 
debt service when reserves are required by statute or bond 
resolution. Money received in the debt service account in 
excess of the principal, interest, and reserve requirements 
must be transferred by the treasurer to the general fund. 
Thus, this debt service account is referred to as the “long 
range bond excess account.” 


In accordance with 15-35-108(7), MCA, beginning July 1, 
1997, and ending June 30, 2007, the amount of 1.3 percent 
of coal severance tax collections are to be deposited into 
the debt service account to fund the bonds issued for the 
purchase of the Virginia City and Nevada City properties. 
This amount is ultimately transferred to the general fund 
and debt service payments are made via the general fund 
statutory appropriation for debt service. 


Distribution 


All long range bond excess funds are deposited into the 
general fund. 


Table 1 
Long Range Bond Excess -- Legislation Passed by 56th Legislature 
Es timated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


HB 69 Revise the laws governing siatutory appropriations an dedicated revenue 





Summary of Legislative Action 


Table 1 summarizes the legislation passed by the Fifty- 
sixth Legislature that impacts long range bond excess 
revenue. A brief narrative describing each bill follows 
Table 1. 


HB69 — eliminates the distribution of severance tax 
revenue to the long range building debt service account 
that was used to pay bonds issued for the purchase of 
Virginia City and Nevada City property. Long range bond 
excess revenue in the general fund will be reduced by 
$171,458 in fiscal 2000 and by $167,398 in fiscal 2001. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the long range bond 
excess revenue source. 


FY2000 FY2001 


($171,458) ($167,398) 





LONG RANGE BOND EXCESS 








Total General Fund GF | Sepewe Thee SBF ES BE DSF ay ee 
Fiscal Collections Collections Percent Long Range Bond Excess 


Year Millions Millions Change L. 





1979 21.800000 21.800000 

1980 20.700000 20.700000 -5.05% 
1981 26.500000 26.500000 28.02% 
1982 20.450000 20.450000 -22.83% 
1983 22.797971 22.797971 11.48% 
1984 41.682643 41.682643 82.83% 
1985 37.535668 37.535668 -9.95% 
1986 35.487786 35.487786 -5.46% 
1987 35.312990 35.312990 -0.49% 
1988 37.46 1464 37.46 1464 6.08% 
1989 41.984807 41.984807 12.07% 
1990 46.168712 46.168712 9.97% 
199] 40.713103 40.713103 -11.82% 
1992 42.734109 42.734109 4.96% 
1993 47.64448 1 47.64448] - 11.49% 
1994 49.214565 49.214565 3.30% 
1995 48.150374 48.150374 -2.16% 
1996 52368957 52.368957 8.76% 
1997 54.491299 54.491299 4.05% 
1998 1.746497 1.746497 -96.79% Fiscal Year 

1999 0.456000 0.456000 -73.89% Wo 
2000 0.261000 0.261000 -42.76% . @ Total © General Fund 
2001 0.243000 0.243000 -6.90% Oar eee eee 
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NATURAL GAS PRODUCTION TAX 


Revenue Description 


The natural gas production tax 1s applied to the gross value 
of gas produced in the state based on the type of well and 


type of production. 


Applicable Tax Rate(s) 


The natural gas production tax has many tax rates and 
distribution percentages depending on several factors. 
These factors include whether the natural gas 1s produced 
from a stripper well, from a well initially drilled before 
July 1, 1985, or after, from a well newly drilled within the 


Oil and Natural Gas Tax Rates and Revenue Distribution 
TY 2000 and Beyond - SB530, HB658, HB661 


State/Local Distribution | State Share Distribution 


Share 


Oil Production | Tax Local 
Rate 


Pre-99 Working Interest 

Regular 12.80% 
Stripper - 1st 10 barrels 5.80% 
Stripper - more than 10 barrels 9.30% 
Stripper Exemption 0.80% 
Secondary Incremental 8.80% 
Tertiary Incremental 6.10% 
Horizontal: O-18 Mths 0.80% 
Horizontal: after 18 Mths 12.80% 
Horizontal: Recompleted; 0-18 Mths 5.80% 
Horizontal: Recompleted; Aft 18 Mths 12.80% 


Post-99 Working Interest 


- 1st 10 barrels 
Stripper - more than 10 barrels 
Stripper Exemption 
Secondary Incremental 
Tertiary Incremental 
Horizontal: O- 18 Mths 
Horizontal: after 18 Mths 
Horizontal: Recompleted; 0-18 Mths 
Horizontal: Recompleted; Aft 18 Mths 


All Oil Royalties 


60.70% 
86.20% 
60.70% 

0.00% 
60.70% 
60.70% 

0.00% 
60.70% 

0.00% 
60.70% 


0.00% 
60.70% 
86.20% 
60.70% 

0.00% 
60.70% 
60.70% 

0.00% 
60.70% 

0.00% 
60.70% 


60.70% 


Natural Gas Production Tax Local 
Rate Share 


Pre-99 Working Interest 


Regular after 12 Months 
Stripper 


Post-99 Working Interest 
New: 0-12 Months 

Reguiar after 12 Months 
Stripper 

New Horizontal 0-18 Months 
Horizontal after 18 months 


All Natural Gas Royalties 


86.00% 
86.00% 


0.00% 
86.00% 
86.00% 

0.00% 


State 
Share 


39.30% 
13.80% 
39.30% 
100.00% 
39.30% 
39.30% 
100.00% 
39.30% 
100.00% 
39.30% 


100.00% 
39.30% 
13.80% 
39.30% 

100.00% 
39.30% 
39.30% 

100.00% 
39.30% 

100.00% 
39.30% 


39.30% 


State 
Share 


RITT 
Share 


8.62% 
62.50% 
8.62% 
62.50% 
8.62% 
8.62% 
62.50% 
8.62% 
62.50% 
8.62% 


62.50% 
8.62% 
62.50% 
8.62% 
62.50% 
8.62% 
8.62% 
62.50% 
8.62% 
62.50% 
8.62% 


8.62% 
RITT ; 
Share 


14.50% 
14.50% 


62.50% 
14.50% 
14.50% 
62.50% 


P&L 
Share 


37.50% 
5.17% 
37.50% 
D579 
37.50% 
5.17% 
5.17% 
37.50% 
5.17% 
37.50% 
5.17% 


5.17% 


P&L 
Share 


Gen. Fund 
Share 


Gen. Fund 
Share 








NATURAL GAS PRODUCTION TAX 





last year or two, and whether the interest being taxed is the 
working interest or the royalty interest. The table on the 
previous page shows tax rates and distribution percentages 
for each type of oil for pre-1985 natural gas and post-1985 
natural gas. 


Distribution 


The natural gas production is divided into a local share 
and a state share. The state share is further allocated to the 
general fund, the resource indemnity trust account, and to 
a state special revenue account for use by the Board of Oil 
and Gas Conservation. Specific distribution percentages 
are found in the table above. 


Summary of Legislative Action 


Table 1 summarizes the legislation passed by the Fifty- 
sixth legislature that impacts natural gas production tax 
collections. A brief narrative describing each bill follows 
Table 1. 


SB530— Beginning January |, 2000, SB530 eliminates the 
distinction between pre-1985 and post-1985 production in 
oil and natural gas taxation and repeals the unit value 
calculation that has been used to distribute taxes from pre- 
1985 wells. Tax year 1999 is a transition year; the pre- and 
post-1985 distinction is eliminated effective January 
1 ,2000: SB 530 creates a new distinction between pre- and 


Table 1 
Natural Gas Production Tax — Legislation Passed by 56th Legislature 
Ks timated General Fund Impact for the 2001 Biennium 


Bill No. Short Title 


post-1999 production and adjusts the tax rates for many of 
the categories of oil and gas production. SB 530 allocates 
to the state all of the production taxes paid by working 
interests on new oil and gas production in the first 12 (or, 
in some cases, 18) months of production (i.e. during the 
“tax holiday” period). 


Effective January 1, 2000, oil and gas production taxes are 
distributed to counties based on taxes received from 
production in the county. The county treasurer allocates 
the taxes to taxing units based on prior year mills, 
including the 95 mills for schools and 6 mills for the 
university system. SB 530 is expected to reduce oil and 
natural gas fund revenues by $89,483 in fiscal 2000, and 
by $217,673 in fiscal 2000. The amount of this revenue 
reduction which is for oil and for natural gas is unknown. 
These estimates include the state’s 95 mill share of the 
local distribution. 


SB 530 repeals references to the local government 
severance tax on calendar 1995 production. School 


"districts may not carry these tax payments in excess of 


general fund reserves after January 1, 2000. 


Revenue Projection 


The table and graphic on the following page present the 
historical and projected revenue collections for the natural 
gas production tax. 


F Y2000 FY2001 


SB 5330 Generally revise the taxation of oil and natural gas production $0 $0 








Fiscal 
Year 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
199] 


1992 . 


1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 


Total 


Collections 


Millions 


1.151104 
1.264024 
2.115399 
2.658600 
2.731818 
2.974924 
3.455040 
3.083983 
2.744985 
1.650087 
1.893339 
1.224535 
11.472697 
8.295502 
8.391367 
7.459401 
6.920374 
7.749974 
11.873072 
9.667976 
10.676000 
10.920000 
10.784000 


NATURAL GAS PRODUCTION TAX 


General Fund 
Collections 


Millions 


1.151104 
1.264024 
1.881292 
2.474811 
2.525059 
2.797996 
2.945778 
2.890666 
2.492465 
1.491523 
1.724735 
1.057277 
1.277368 
1.395778 

1.638965 
1.310718 
0.937205 
0.935949 
1.215113 
0.973781 
1.100000 
1.124000 
1.109000 


GF 
Percent 
Change 


9.81% 
48.83% 
31.55% 

2.03% 
10.81% 

5.28% 
-1.87% 

-13.78% 
-40.16% 
15.64% 
-38.70% 
20.82% 

9.27% 

17.42% 
-20.03% 
-28.50% 

-0.13% 

29.83% 
-19.86% 

12.96% 

2.18% 
-1.33% 
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@ Total © @ = General Fund 


‘Natural Gas Tax 


Fiscal Year 
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WINE TAX 





Revenue Description 


A wine tax is levied on table wines imported into Montana 
by wine distributors or by the Department of Revenue 
(DOR), which is authorized to sell wines to retail liquor 
establishments throughout the state. A tax 1s also imposed 
on hard cider imported by a table wine distributor or DOR. 
A portion of wine tax revenue is returned to Indian tribes 
per an agreement between DOR and the tribes. 


Applicable Tax Rate(s) 


A tax of $.27 is imposed per liter of wine and a tax of 
$.037 per liter is imposed on hard cider. An additional tax 
of $.01 per liter is imposed on table wine sold by a table 
wine distributor to an agent. 


Distribution 


Wine tax revenue is distributed: 


59.0% - General Fund 

31.0% - DPHHS Alcohol Account 
5.0% - to Counties 

5.0% - to Cities and Towns 


The general fund statutory allocation is reduced by the 
amount of the tribal agreements. 


Summary of Legislative Action 


The Fifty-sixth Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 
The table and graphic on the following page present the 


historical and projected revenue collections for the wine 
tax. 





WINE TAX 





Total General Fund GF See ee 
Fiscal Collections Collections Percent Wine Tax: 
Year Millions Millions Change LIME SOB. 5 


1979 0.000000 0.000000 

1980 1.595441 1.312406 Not App. 
1981 1.129641 0.931611 -29.02% 
1982 - 0.888715 0.715246 -23.22% 
1983 1.119855 0.895884 25.26% 
1984 1.131132 0.904905 1.01% 
1985 1.132060 0.905648 0.08% 
1986 1.558356 0.946287 4.49% 
1987 1.657783 0.982402 3.82% 
1988 1.569139 0.929861 -5.35% 
1989 1.453980 0.861618 -7.34% 
1990 1.404764 0.832453 -3.38% 
199] 1.346598 0.805117 -3.28% 
1992 1.433011 0.853172 5.97% 
1993 1.360770 0.834702 -2.16% 
1994 1.289013 0.763752 -8.50% 
1995 1.374297 0.800700 4.84% 
1996 1.459901 0.845538 5.60% 
1997 1.525376 0.887340 4.94% 
1998 1.604299 0.930426 4.86% Fiscal Year 

1999 1.697000 0.982000 5.54% | EERIE 
2000 1.795000 1.039000 5.80% Mm Total @ General Fund 
2001 1.899000 1.099000 5.77% wl shaolin ah 
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BEER TAX 





Revenue Description 


A tax of $4.30 is levied on each barrel of beer produced in 
or imported into Montana. A small portion of the revenue 
from the beer license tax 1s returned to Indian tribes per an 
agreement between the Department of Revenue and the 
tribes. 


Applicable Tax Rate(s) 
$4.30/barrel of beer 
Distribution 


Beer tax revenue is distributed: 


$1.00 (23.3%) - DPHHS Alcohol Account 
$ .50 (11.6%) - General Fund 
$2.80 (65.1%) - Cities and Towns 


Total General Fund GE 
Fiscal Collections Collections Percent 
Year Millions Millions Change 

A 1979 3.203812 1.201430 
A 1980 3.244011 1.216504 1.25% 
iA =: 1981 3.249022 1.218383 0.15% 

1982 3.279701 1.229888 0.94% 
A 1983 3.295482 1.235805 0.48% 
A 1984 3211297 1.204236 -2.55% 
A 1985 3.083163 1.156186 -3.99% 
A 1986 3.105743 1.287765 11.38% 
L 1987 3.060956 1.281316 -0.50% 
iA =: 1988 2.997014 1.254564 -2.09% 
iA: 1989 3.000273 1.255928 0.11% 
IA: 1990 3.028992 1.267950 0.96% 
A 199] 3.089077 1.293102 1.98% 
A 1992 3.470874 1.452896 12.36% 
A» 1993 3.441481 1.545395 6.37% 
A 1994 3.263345 1.375734 -10.98% 
AS, 1995 3.215598 1.316559 -4.30% 
IAs: 1996 3.329868 1.356496 3.03% 
A 1997 3.318449 1.356720 0.02% 
A 1998 3.324479 0.358284 -73.59% 
EF 1999 3.356000 0.358000 -0.08% 
F 2000 3.388000 0.362000 1.12% 
Ee e200 3.420000 0.366000 1.10% 
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The general fund statutory allocation is reduced by the 
amount of the tribal agreements. 


Summary of Legislative Action 


The Fifty-sixth Legislature did not enact legislation that 
impacted this general fund revenue source. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the beer tax. 


Beer Tax. 


Fiscal Year 


@~ General Fund 











WAX 


Revenue Description 


Effective January 1, 1998, light vehicles (including vans 
and sport utility vehicles) are taxed at 2.0 percent of the 
_ depreciated value of the manufacturer’s suggested retail 
_ price (MSRP). In addition, buses, trucks, truck tractor’s 
having a manufacturer’s rated capacity of more than | ton, 
and certain trailers, will be taxed under a fee schedule 
which varies by age and weight. 


Applicable Tax Rate(s) 


The amount of tax due is based on 2.0 percent of the 
depreciated value on light vehicles and varies for other 
vehicles, as described above. 


Distribution 


Seven percent of these taxes 1s distributed to a state special 
revenue account primarily to fund district court expenses. 
The remaining 93.0 percent is distributed based on the 
prior fiscal year relative proportions of mill levies for 
state, county, school district, and municipal purposes. 
This revenue source represents one component used to 
calculate total non levy property tax revenue. 


Summary of Legislative Action 


‘SB 260 — Beginning January 1, 2000, the tax rate on light 

vehicles will drop from 2 percent of the depreciated 
vehicle value to 1.4 percent of the depreciated vehicle 
value, a 30 percent reduction. For tax years 2001 and 
beyond, the tax rate will be adjusted downward to prevent 
increases in statewide taxable value of motor vehicles 
from generating additional revenue statewide. 


SB260 increases the local option motor vehicle tax from 
_ 0.5 percent to 0.7 percent beginning January 1, 2000. 
Counties with voter approval may increase the local option 
tax, and if all should do so, the additional revenue will 
amount to around $7 million per year, split between 
county and city governments. 


SB260 alters the distribution of motor vehicle tax revenue. 
The share of motor vehicle tax revenue distributed to the 
districts courts was increased to 10 percent from 7 percent. 
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The remaining revenue will no longer be distributed to the 
statewide 40 mill equalization levy or the university 6 mill 
levy. The share of the motor vehicle revenue formerly 
captured by these levies will be distributed to all 
remaining state and local levies. The two state levies (46 
mills) represent approximately 12 percent of the average 
consolidated levy in the state. Thus, the revenue loss to 
the remaining levies will average 20 percent in a full fiscal 
year. 


The state will reimburse motor vehicle revenue losses to 
the general fund of all school districts’ to fiscal 1999 
levels. The first payment of $2.2 million will take place 
in fiscal 2001. 


HB 540 — At election in November of 2000, HB 540 
submits to the qualified electors of Montana a proposal to 
switch from a tax based on the value of a light vehicle to 
a flat fee based on the age of the vehicle. Light vehicles 
are defined as all cars and trucks under one ton. Under HB 
540, the registration fee on light vehicles that are 4 years 
old or less would be $195, five to ten years old would be 
$65, and 11 years or older would be $6. The proposal 
provides for a 24-month vehicle registration. Counties 
may continue to impose a local option tax of up to 0.5% of 
the value of the vehicle, or, with voter approval, impose a 
flat fee on top of the registration fee. 


None of the registration fees would be distributed to the 95 
mills for schools, 6 mills for the university system, or mill 
levies for public assistance programs in state-assumed 
counties. The school district general fund will be 
reimbursed up to the amount of motor vehicle fees 
deposited in the district general fund in FY 1999. HB 540 
directs that the registration fee be deductible against state 
income taxes. The new registration fee would most likely 
not be deductible against federal income taxes. 


The proposal will be on the ballot in November 2000. If 


approved by the electorate, the new fee structure will be 
effective on January 1, 2001. 


Revenue Projection 


The table and graphic below present the historical and 
projected revenue collections for the light vehicle tax. 





VEHICLE TAX 





Total General Fund GF ae cae 
Fiscal Collections Collections Percent Vehicle Tax| 
Year Millions Millions Change. sa) Vier 14 PSs Seki name 





f 
| 
| 
| 





1979 0.000000 0.000000 

1980 0.000000 0.000000 Not App. 
1981 0.000000 0.000000 Not App. 
1982 0.000000 0.000000 Not App. 
1983 0.000000 0.000000 Not App. 
1984 0.000000 0.000000 Not App. 
1985 0.000000 0.000000 Not App. 
1986 4.524027 2.409577 Not App. 
1987 4.880792 2.608426 8.25% 
1988 32.216414 2.255149 -13.54% 
1989 35.306743 2.471472 9.59% 
1990 38.024086 2.661686 7.10% 
199] 39.102029 2.737142 2.83% 
1992 46.095786 3.226705 17.89% 
1993 46.976700 3.288369 - 1.91% 
1994 52.908729 3.70361 | 12.63% 
1995 62.029200 4.342044 17.24% 
1996 68.641271 4.804889 10.66% 
1997 75.330243 5.273117 9.74% 
1998 78.210343 0.000000 -100.00% Fiscal Year 

1999 87.726000 0.000000 Not App. post a 
2000 67.003000 0.000000 Not App. | @ Total @ General Fund 
2001 67.000000 0.000000 Not App. PRUE RN a PC LE | 
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TRUST FUNDS — BALANCES AND INTEREST EARNINGS 


Trust Fund Balances 


Montana has a number of constitutional and statutory 
trusts that provide interest to fund state government 
operations. While the legislature has spent the principal 
of the education trust and slowed the flow of revenue into 
the coal tax trust, parks acquisition and resource 
indemnity tax trusts, substantial balances remain. 


The Fifty-sixth Legislature in the 1999 session reduced 
the rate of growth in many of the trusts by passing 
legislation that redirected incoming revenues. The Fifty- 
sixth Legislature passed legislation which will reduce the 
fiscal 2001 ending fund balance for all trusts combined 
by $26 million when compared with pre-session 
estimates. The reduction in revenue growth will be 
greatest for the Permanent Coal Tax Trust, the Treasure 
State Endowment, and the Common School Fund. The 
legislature substantially enhanced the revenue growth 
into the noxious weed trust and marginally increased 
revenue into the Resource Indemnity Trust. 


Table 1 shows the history of the eight major trusts since 
fiscal 1973. Forecasted amounts are shown for fiscal 
1999, 2000, and 2001, and are based on assumptions 
adopted by the legislature in House Joint Resolution 2 
(HJR2), adjusted for legislation passed by the Fifty-sixth 
Legislature. Following is a description of each trust and 
the income it generates. Also shown are expected 
interest earnings from each trust in fiscal 1999, 2000, and 
2001. 


Constitutional Trusts 


Permanent Coal Tax Trust 


Article IX, section 5 of the Montana Constitution — 


requires that at least 50 percent of all coal severance tax 
revenue be deposited in a permanent coal tax trust fund, 
and that the principal of the trust "shall forever remain 
inviolate unless appropriated by a vote of three-fourths of 
the members of each house of the legislature." By 
statute, interest earned on this trust that is not earmarked 
for other programs is distributed 100 percent to the 
general fund. As described below, some of the interest 
earned on the trust is earmarked for other programs. 


The interest earned on the permanent coal tax trust fund 
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is an important general fund revenue source. During the 
period of fiscal 1981 through fiscal 1998, $619.5 million 
in interest from this trust was deposited in the combined 
general fund/school equalization account (SEA). In fiscal 
1998, permanent coal tax trust fund interest provided 3.9 
percent of total revenue to the general fund. 


Initiative 95, approved by voters in 1982, required that 25 
percent of the revenue deposited in the permanent coal tax 
trust after June 30, 1983, be placed in the in-state 
investment trust fund for investment in the Montana 
economy "with special emphasis on investments in new or 
expanding locally owned enterprises." The 1991 
legislature: 1) eliminated separate accounting for the in- 
state investment trust; and 2) instructed the Board of 
Investments to "endeavor to invest up to 25 percent of the 
permanent coal tax trust fund" mn the Montana economy. 


The 1989 and 1991 legislatures gave authority to the 
Montana Science and Technology Alliance (MSTA) for 
the use of $12.5 million from the in-state investment fund 
for investment in new and expanding technology-based 
Montana businesses and for research and development 
project loans. The 1993 legislature authorized MSTA to 
invest an additional $11.0 million from the in-state 
investment program. 


The payback of principal from MSTA loans returns to the 
trust. Before July 1, 1993, the interest from MSTA loans 
was distributed in the same manner as other interest 
earned on the permanent coal tax trust fund. House Bill 
394, enacted by the 1993 legislature, created a special 
revenue account into which all interest earned from MSTA 
loans is deposited and from which MSTA expenses will be 
paid, with the balance returning to the trust. 


Coal tax revenue flowing into the permanent coal tax trust 
fund is also used to secure state bonds issued to finance 
water resource development projects and activities. Since 
1981 when the legislature authorized this bonding 
program, $78.1 million in water development projects 
throughout the state have been authorized with revenue 
from these bonds. 


The 1991 legislature also appropriated $3.25 million from 
the permanent coal tax trust fund for the Microbusiness 
Development Act. These funds provided capital to 
microbusiness development corporations that provide 
loans and technical assistance to qualified small 





TRUST FUNDS — BALANCES AND INTEREST EARNINGS 


businesses. Interest earnings and loan repayments were 
retained by the program to finance administrative costs 
and future loans. . 


During the January 1992 special session, the legislature 
authorized the creation of a school bond contingency loan 
fund within the permanent coal tax trust fund. The 
contingency fund provided up to $25.0 million in loan 
guarantees for school district bonds certified by the 
Department of Administration as meeting certification 
standards, but for which subsequent litigation prevents 
collection of property taxes levied for debt service. 
School districts are required to repay any guarantee funds 
used. Interest on the contingency fund is distributed in 
the same manner as all other interest earned on the 
permanent coal tax trust fund. This legislation expired 
on January 1, 1993. House Bill 667, passed during the 
1993 legislative session, provides Guaranteed Tax Base 
(GTB) aid to certain schools with bonds outstanding or 
bond issues contemplated. The source of funding for 
GTB aid was the school equalization account (SEA). 


The contingency fund has provided backing for $23.4 
million in school bonds for 14 schools. The average 
balance in the contingency fund has been slightly more 
than $2.0 million. The contingency fund will continue to 
exist for the next 20 years until these bonds are retired. 


In the June 1992 election, voters approved a referendum 
to create the treasure state endowment fund (TSEF) 
within the permanent coal tax trust fund. The fund 
received a $10.0 million grant from the trust principal in 
fiscal 1994 and will receive half the funds deposited in 
the trust during fiscal 1995 through fiscal 2013. Interest 
earned on the TSEF ts used to finance local infrastructure 
projects, as prioritized by the Departments of Commerce 
and Natural Resources and Conservation and authorized 
by the legislature. 


During the November 1993 special session, the 
legislature authorized in SB 4 that the cash balance in the 
coal tax bond fund as of July 1, 1993, be deposited in the 
permanent coal tax trust fund. The total amount 
transferred was $31.1 million. 


Senate Bill 4 also changed the distribution mechanism by 
requiring the 50 percent coal severance tax revenue 
allocation be deposited in the TSEF and the permanent 
coal tax trust fund on an equal basis. Prior to SB 4, coal 
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severance tax revenue earned on production taking place 
beginning July 1, 1993, was to have been deposited in 
TSEF. In the following fiscal year, one-half of the 
previous year's inflow was to have been deposited in the 
permanent coal tax trust fund, and the TSEF was to retain 
the rest. Without SB 4, the permanent coal tax trust fund 
would not have received any coal severance tax revenue 
during fiscal 1994. 


The 1993 legislature passed HB 401, which authorized a 
loan to the Department of Environmental Quality (DEQ), 
(formerly the Department of Health and Environmental 
Sciences) from the permanent coal tax trust fund for 
technical, litigation, and administrative expenses 
associated with the natural resource damage litigation suit 
against the Atlantic Richfield Company in the Clark Fork 
River Basin. The amount of the loan is $2.6 million for 
the 1995 biennium and $5.2 million to repay principal and 
interest to the general fund for litigation costs incurred in 
the 1993 biennium. As of December 1994, $6.3 million 
had been withdrawn from the permanent coal tax trust to 
pay for litigation expenses. 


The 1995 legislature enacted several measures which 
affected permanent trust balances and interest income: 


House Bill 305 authorized a loan to the Department of 
Justice from the permanent coal tax trust for the purpose 
of conducting the litigation and natural resource claims 
against the Atlantic Richfield Company in the Clark Fork 
River Basin. The amount of the loan is $2.4 million for 
the 1997 biennium. The bill also extended loans made for 
the same purpose during the 1995 biennium. As of May 
1998, $9.8 million had been withdrawn from the 
permanent coal tax trust to pay litigation expenses. 


House Bill 354 expanded appropriations for the 
Microbusiness Financing Act, which provides loans to 
businesses employing less than ten employees and 
generating less than $500,000 in gross revenue annually. 
The expansion of this program doubled the previous 
appropriation to $3.25 million of investable coal tax trust 
funds made available to the Microbusiness Finance 
Program in the Department of Commerce. Beginning July 
1, 1995, HB 354 also increased maximum loan amounts 
per individual loan from $20,000 to $35,000. The 
program provides financing for working capital assets and 
fixed asset acquisition with more flexible repayment terms 
than those offered by commercial institutions. Payback of 
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interest and principal of the loan amounts are used for 
administrative purposes and for financing new 
microbusiness loans. 


Senate Bill 38 authorized the Job Investment Act under 
which the Department of Commerce may loan a portion 
of the permanent coal tax trust to businesses to create and 
retain jobs in Montana. A loan to a qualified business 
may not exceed $500,000, and the department is to report 
annually to the Revenue Oversight Committee. The 
legislation also reduced the amount of permanent coal tax 
trust funds that the Board of Investments allows the 
Montana Board of Science and Technology Development 
to invest in seed capital loans and mezzanine loans from 
$15.5 million to $12.5 million. The bill also increased 
the amount of permanent coal tax trust funds available 
for research and development projects from $8.1 million 
to $11.1 million. In the past, these funds were used 
primarily as loans to the University System. Under SB 
38, these funds were granted to the University System for 
research and development projects. (As of October 1, 
1998, $25.7 million had been loaned or granted to 
Montana businesses and the university system). 


Senate Bill 83 abolished the distribution of coal trust 
interest to the SEA. Under previous law, 15 percent of 
coal trust interest earnings were deposited in the SEA and 
85 percent in the general fund. As a result of SB 83, 100 
percent of coal trust interest earnings are deposited in the 
general fund in fiscal 1996 and beyond. 


The 1997 legislature enacted several measures that 
affected permanent trust balances and interest income: 


House Bill 110 appropriated to the Department of Justice 
$2.5 million in state special revenue to be used for 
continuing litigation expenses associated with the 
Atlantic Richfield case. The appropriation was for 
expenses incurred during the 1999 biennium, and, upon 
settlement of the case, the amount used plus interest was 
to be returned to the general fund. The case was settled 
in June of 1998 for $215 million dollars. On June 24, 
1998, $15 million was deposited into STIP for payment 
to the permanent trust and the general fund. In the 
middle of October, 1998, $12.2 million was transferred 
to the permanent trust, including $9.8 million in principal 
and $2.4 million in interest. In the middle of November 
1998, $1.9 million was transferred to the general fund. 
This was made up of principal ($1.4 million) and interest 
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($0.5 million) and constituted repayment of general fund 
loans going back to fiscal 1983 when the case began. 


The legislature amended the allocation of coal severance 
taxes under 15-35-108, MCA. In HB 14, the 1997 
legislature authorized the issuance of general obligation 
bonds to fund the purchase of Virginia City and Nevada 
City properties. In HB 5, the legislature allocated 1.3 
percent of coal severance tax revenue to pay the debt 
service on the bonds, which are to be issued for a term of 
ten years. Coal tax revenue will be distributed to the 
Long-Range Building Program (LRBP) debt service 
account for fiscal 1998 through 2007. This allocation 
diverts coal severance tax revenue that would otherwise be 
deposited in the general fund. Based on revenue estimates 
in HJR 2, this change in allocation results in a loss to the 
general fund of $0.5 million in fiscal 1998 and 1999. 
Once the ten-year period has expired, the 1.3 percent 
allocation will revert to the general fund. 


House Bill 5 also eliminated the 0.63 percent distribution 
of coal severance tax to the cultural and aesthetic trust 
during the 1999 biennium, only. The legislature 
appropriated $3.9 million from the cultural trust for the 
immediate purchase of the Virginia City and Nevada City. 
This will result in a loss of trust interest revenue that 
otherwise would be used to fund cultural and aesthetic 
(C&A) projects in the state during the 1999 biennium. In 
order to compensate for the lost interest, the legislature 
allocated 0.87 percent of coal severance tax revenue to the 
C&A projects account and eliminated the 0.63 percent of 
coal severance tax revenue that had been deposited in the 
cultural trust. The remaining 0.24 percent of coal taxes 
allocated to the C&A project account was previously part 
of the flow into the general fund. Based on revenue 
estimates in HJR 2, this part of HB 5 results in a loss to 
the general fund of $91,736 and $93,195 for fiscal 1998 
and 1999, respectively. After the 1999 biennium, similar 
amounts of coal severance tax revenue will be diverted 
from the C&A projects account and will again flow to the 
general fund. 


House Bill 578 abolishes the Montana Board of Science 
and Technology beginning July 1, 1999. The amount of 
money committed for research and development ($11.1 
million) and for seed capital loans ($12.5 million) may be 
disbursed until July 1, 1999. Any money under these caps 
which has not been committed, except for $915,000, must 
be returned to the coal tax trust. The Board may continue 
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to provide seed capital loans of up to $700,000 to 
existing seed capital companies until July 1, 1999 or until 
an amount of $915,000 has been reached; however, up to 
$75,000 of this may be used for administrative expenses. 
Beginning April 1, 1997, the proceeds from seed capital 
loans must be deposited in the coal tax trust. However, 
during fiscal 1998, $250,000 of seed capital income, as 
well as $150,000 of job investment loan income, must be 
used to fund the judges’ retirement system. Also 
beginning April 1, 1997, and ending July 1, 1999, up to 
$2.0 million in income and interest from research and 
development loans at Montana public universities may be 
granted to research and development (R&D) projects at 
the universities. After July 1, 1999, all repayment 
proceeds from both seed capital loans and R&D loans in 
excess of $4.4 million must be deposited in the coal 
severance tax permanent fund. The amount of $4.4 
presumably may continue to be loaned out by the 
Department of Commerce under a business investment 
strategy plan, which must be reported to the Fifty-sixth 
Legislature. 


1999 Legislative Action 


HB 260 — Beginning July 1, 1999, HB 260 imposes a 
new coal license tax on the contract sales price of coal 
and reduces the coal severance tax liability for coal 
producers by allowing a credit against the coal severance 
_ tax in the amount of 101.5 percent of coal license tax 
liability. Thus coal producers will realize a reduction of 
1.5 percent in tax liability on coal production. 


The total reduction in coal severance tax collections is 
expected to be $20.7 million in fiscal 2000 and $19.6 
million in fiscal 2001. The new coal license tax will 
generate $20.4 million in fiscal 2000 and $19.3 in fiscal 
2001. 


The legislation, in combination with HB 69 and SB 220, 
provides a new distribution of coal severance taxes and 
specifies a distribution for the new coal license tax. 
Under the new distribution, none of the coal severance 
revenue will be distributed to the permanent trust. 
Instead, 37.5 percent of the reduced coal severance tax 
revenue stream will be deposited in the treasure state 
endowment trust fund, and 12.5 percent will be deposited 
in anew TSEF regional water system account (SB220). 
The remaining distribution of the coal severance tax will 
be deposited as under previous law, except that the 


78 





amount (1.3 percent) to long range building program debt 
service will now be directly deposited in the general fund 
as per HB 69. 


Coal severance tax revenue deposited in the permanent 
fund will be reduced by $8.3 million in fiscal 2000 and by 
$7.9 million in fiscal 2001. None of the new coal license 
tax will be allocated to the permanent fund. 


Coal severance tax revenue deposited in the TSEF will be 
reduced by $3.6 million in fiscal 2000 and $3.4 million in 
fiscal 2001. 


The revenue diversions in the each trust, as well as some 
of the revenue from the new coal license tax, will be 
deposited into spendable accounts that will be used for 
ongoing projects and payments associated with 
infrastructure loans and grants, agricultural seed capital, 
and research and commercialization loans and grants. 


HB 69 — eliminates the distribution of coal severance tax 
revenue to the long range building debt service account 
that was used to pay bonds issued for the purchase of 
Virginia City and Nevada City property. Beginning July 1, 
1999, the revenue will deposited in the general fund. The 
bond service payments will be made by the general fund. 


SB 220 — Beginning July 1, 1999, SB 220 creates a new 
treasure state endowment regional water system fund into 


which will be deposited 25 percent of one half of all coal — 


severance receipts. The other 75 percent of one-half of 
coal severance receipts will flow into TSEF. 


Common School Trust 


Article X, sections 2 and 3 of the Montana Constitution 
require that all royalties and other proceeds received from 
school lands granted to the state under the federal enabling 
act must be deposited in the common school trust fund and 
"shall forever remain inviolate, guaranteed by the state 
against loss or diversion." Article X, section 5 requires 
that 95 percent of the interest from this trust be used for 
school equalization, with the remaining 5 percent 
reinvested in the trust. In addition, 95 percent of all rents, 
royalties, and other income received from leasing of 
school lands is to be used for public schools with the 
remaining 5 percent invested in the trust. 


During the January 1992 special session, the legislature 
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passed HB 3, which provided that 95 percent of the 
revenue from state timber sales (approximately $4.9 
million) be deposited in the SEA during the 1993 


_ biennium, with the remaining 5 percent deposited in the 


trust. 


The 1993 legislature passed HB 652, which continued the 
practice of diverting 95 percent of timber revenue to the 


_ SEA during the 1995 biennium. The loss in revenue to 


the common school trust during the 1995 biennium was 
approximately $9.1 million. House Bill 667, also passed 


_ during the 1993 legislative session, continued this 
| practice indefinitely. The loss of revenue to the common 


| 
| 


school trust during the 1997 biennium was approximately 


_ $9.7 million. 


The 1995 legislature enacted several measures affecting 
revenue from state lands. House Bill 50 made permanent 
certain provisions regarding the sale of timber on state 


_ lands. House Bill 50 was expected to result in additional 


sales of timber during the 1997 biennium. However, 
additional costs associated with the sale of timber were 


also expected to be incurred. These costs are deducted 


from timber sale revenues. 


House Bill 201, passed by the 1995 egislature, required 
the state to increase timber sales from state lands 
consistent with an annual sustainable yield of 45 million 
board feet to 55 million board feet, contingent on a study 
to determine the appropriate level of annual sustainable 
yield. House Bill 201 capped the amount of timber sale 
revenue deposited in the general fund (formerly the 
school equalization account, which was abolished in SB 
83) from the common school trust at an average annual 
sale value of 18 million board feet. Any excess timber 
sale revenue from the common school trust is to be 
deposited in the general fund, but "earmarked" for 
deposit in school districts' newly established technology 
acquisition fund to buy technological equipment and 


_ provide technical training for school district personnel. 


House Bill 201 also affects timber sale revenue because 
it diverts timber sale revenue before it is deposited in the 
general fund to pay for costs associated with increasing 
timber sales. The total revenue effect was expected to be 
a loss of $1.1 million to the general fund during the 1997 
biennium. 


House Bill 274, passed by the 1995 Legislature, granted 
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the Department of State Lands broader discretion to 
expedite sales of state timber in emergency situations and 
limited access situations. Effective in fiscal 1996, as a 
result of the natural resources reorganization bill [SB 
234], the forestry function was transferred from the 
Department of State Lands to the Department of Natural 
Resources and Conservation. 


Senate Bill 83 de-earmarked all interest from the common 
school trust and income earned on common school lands. 
These revenues henceforth flow into the general fund. 


The 1997 legislature passed legislation that impacted the 
flow of timber revenue into the common school trust by 
appropriating timber revenue for use by the DNRC to 
enhance timber sales during the 1999 biennium. The 
amounts appropriated, $1.2 million and $1.3 million in 
respective years of the biennium, will be diverted from the 
revenue stream before the allocation of 5 percent of 
revenue to the trust. 


House Bill 2 appropriated anticipated timber sale revenue 
in excess of that associated with 18 million board feet for 
deposition in schools’ technology acquisition funds. The 
purpose of the fund is to allow each district to buy 
technological equipment and provide technical training for 
school district personnel. The amounts appropriated are 
$1.5 million fiscal 1998 and $2.8 million in fiscal 1999, or 
the amount of “excess” revenue in each year, whichever is 
less. However, no payment will be made in fiscal 1999, 
but $3.4 million is expected to be spent during the 2001 
biennium. 


1999 Legislative Action 


Senate Bill 48 makes significant changes in funding the 
Trust Land Management Division in the Department of 
Natural Resources and Conservation. The legislation 
allows the diversion of a portion of the following money 
(previously deposited into the corpus of the land trust 
funds) from ten land trusts administered by the 
department: 1) mineral royalties; 2) the proceeds or 
income from the sale of easements and timber (except 
timber from public school lands); and 3) 5 percent of the 
interest and income previously credited annually to the 
public school fund. The money is diverted to a state 
special revenue account to pay costs of administering state 
trust lands. The legislation provides limitations on the 
amount of diverted revenue and the amount of the 
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appropriations: 1) the diverted revenue is limited to 1-1/8 
percent of the book value balance in each of the nine 
nonexpendable trust funds on the first day of January 
preceding the new biennium and 10 percent of the 
previous fiscal year revenue deposited into the capitol 
building land grant trust fund; and 2) appropriations of 
the money are limited to 1-1/8 percent of the book value 
balance in the nine nonexpendable trust funds on the first 
day of January preceding the new biennium and 10 
percent of the revenue deposited in the capitol building 
land grant trust fund in the last completed fiscal year 
prior to the new biennium. In HB 2, the legislature 
replaced $7.1 million of general fund appropriations with 
state special revenue provided by this legislation. 
Therefore, deposits to land trusts (primarily the Common 
School Trust) will be reduced by $7.1 million over the 
biennium, approximately $3.5 million per year. 


Resource Indemnity Trust 


Article IX, section 2 of the Montana Constitution and 
Title 35, chapter 38, MCA, require that certain resource 
extraction taxes be placed in a trust. The principal of the 
resource indemnity trust "shall forever remain inviolate 
in an amount of one hundred million dollars 
($100,000,000), guaranteed by the state against loss or 
diversion." Once the principal of the trust reaches $100 
million, any additional tax revenue may be appropriated. 
During the 1993 legislative session, the legislature passed 
HB 608 that decreased the amount of resource indemnity 
and groundwater assessment (RIGWA) tax proceeds 
deposited in the trust during the 1995 biennium from 
85.9 percent per year to 55.9 percent, or approximately 
$5.0 million. The bill further reduced the amount of 
RIGWAT revenue deposited in the trust to 45.9 percent 
beginning July 1, 1995. 


During the July 1992 special session, the legislature 


imposed a one-year surtax on resource indemnity tax 
liability and allocated collections from the surtax to the 
general fund. 


During the 1995 session, the legislature replaced a 
portion of RIGWA tax proceeds with oil and gas tax 
proceeds due to a bill to simplify oil and gas taxes (SB 
412). Also, the legislature diverted for other purposes the 
metal mines license tax proceeds that previously were 
deposited to the trust. 





During the 1997 session, Senate Bill 377 reduced the 


growth rate in the ending fund balance of the RIT trust by | 
diverting $200,000 per year from RIGWA tax inflows and 


8.5 percent from metalliferous mines license tax revenue 
to a newly created orphan share account. The reduction of 


inflow into the trust in each year of the biennium as a — 


result of these diversions will be $674,000 and $743,000. 


An orphan share account is to be used to: 1) fund remedial 


actions on the portion of hazardous waste sites for which | 


there is no responsible party; and 2) to pay for DEQ 
transaction costs associated with defending the orphan 
share proportions. 


1999 Legislative Action 


SB 49 and SB 492 increase the allocation to the RIT of the : 
RIGWA tax and the RIT share of the oil and gas © 


production tax. The ending fund balance at the end of the 
2001 biennium is expected to increase by $162,000 as a 
result of the legislation. 


See the RIT discussion in the following major section for 
additional detail. 


Statutory Trusts 


Education Trust 


From fiscal years 1976 through 1986, a portion of the 
revenue from the coal severance tax was allocated to an 
education trust for the support of education. The 





legislature appropriated the corpus of this trust to the 


school equalization account during the period of fiscal 


1987 through 1990. Since fiscal 1990, the education trust — 
has not received revenue from any source, and its balance © 


1s zero. 


Parks Acquisition/Arts Protection Trust 


During most of the last 20 years, a portion of the coal 


severance tax has been earmarked for the parks acquisition — 


trust. During the late 1980s, the flow of revenue into this 
account was diverted to the general fund. However, the 
principal began to increase again in fiscal 1990. Prior to 
fiscal 1992, two-thirds of the interest from this trust was 
statutorily allocated for acquisition and operation of state 


| parks, and one-third was allocated for protection of 
| works of art in the state capitol and other cultural and 
| aesthetics projects. 





| The 1991 legislature split the principal of this trust into 
_ two separate trusts: a parks acquisition trust and an arts 
_ protection trust. During the 1993 biennium, the coal tax 
_ revenue that would have flowed into the parks acquisition 
_ trust (1.267 percent) was spent for maintenance of parks 
| and historic sites, along with the interest from the trust. 
House Bill 687, passed during the 1993 legislative 
_ session, continued this practice for the 1995 biennium, 
allocating $1.6 million from the trust to current 
_ operations. In the 1997 biennium, the coal tax revenue 
allocation is again deposited in the trust. Senate Bill 27, 
_ passed by the 1995 legislature, increased the allocation to 
_ the parks acquisition trust from 1.267 percent to 1.270 
percent. 





In fiscal 1992, 0.633 percent of coal severance tax 
revenues was deposited in the arts protection trust, with 
the trust interest continuing to be used for protection of 
works of art and for cultural and aesthetics projects. 
During the January 1992 special session, the legislature 
diverted a portion of the revenue that would have flowed 
into the arts protection trust in fiscal 1993 to fund the 
operations of the Montana Arts Council. Beginning in 
fiscal 1994, these revenues were again deposited in the 
trust. Senate Bill 27, passed by the 1995 legislature, 
decreased the allocation to the arts trust from 0.633 
percent to 0.630 percent. 


The 1997 legislature amended the allocation of coal 
severance taxes under 15-35-108, MCA. House Bill 5 
eliminated the 0.63 percent distribution of coal severance 
tax to the cultural and aesthetic trust during the 1999 
biennium only. The legislature appropriated $3.9 million 
from the cultural trust for the immediate purchase of the 
Virginia City and Nevada City. This resulted in a loss of 
trust interest revenue that otherwise would be used to 
fund cultural and aesthetic (C&A) projects in the state 
during the 1999 biennium. In order to compensate for 
the lost interest, the legislature allocated 0.87 percent of 
coal severance tax revenue to the C&A projects account, 
and eliminated the 0.63 percent of coal severance tax 
revenue that had been deposited in the cultural trust. The 
remaining 0.24 percent of coal taxes allocated to the 
C&A project account was previously part of the flow into 
the general fund. After the 1999 biennium, similar 
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amounts of coal severance tax revenue will be diverted 
from the C&A projects account and will again flow to the 
general fund. 


1999 Legislative Action 


House Bill 260, HB 69, and SB 220 reduce coal severance 
tax revenue and replace it with coal license tax revenue. 
The aim of the legislation was to hold the revenue flow 
into the arts and parks trusts as under current law. 
However, the arts and parks trusts will lose around 
$25,000 over the biennium. 


Noxious Weed Management Trust 


During the period fiscal 1986 through 1992, at least one- 
half of the collections from a 1 percent surcharge on the 
retail sale of herbicides was deposited in the noxious weed 
management trust fund. The remaining collections are 
spent for weed control grants. The interest earned on the 
trust 1s retained in the trust. After the principal! of the trust 
reached $2.5 million in fiscal 1992, all herbicide surcharge 
collections and the interest earned on the trust became 
available for weed control grants. 


Senate Bill 321, passed by the 1995 Legislature, increased 
the amount of the tax on gasoline, which is allocated to the 
snowmobile account, from 23/64 of one percent to 15/28 
of one percent. Beginning in fiscal 1996, one percent of 
the amount deposited in the snowmobile account was 
deposited in the Montana noxious weed control trust for 
increased weed control grants, which are administered by 
the Department of Natural Resources and Conservation. 


1999 Legislative Action 


Senate Bill 164 transfers $1.125 million per year to the 
noxious weed trust from the highway non-restricted 
account in 15-70-125. The transfer will take place only in 
fiscal 2000 and fiscal 2001. As a result, the ending fund 
balance in the trust will almost double by June 30, 2002. 
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Table 1 


Selected Trust Fund Balances 
Including Projected Investment Earnings 


Permanent Treasure St Common Resource Parks Arts Noxious 
Fiscal Coal Tax Endowment School Education Indemnity Acquisition Protection Weed Total 
Year Trust Fund Trust Fund Trust Fund Trust Fund Trust Fund Trust Fund Trust Fund Trust Fund Trust Funds 


$64,223,773 
110,140,255 
116,351,644 
125,908,437 


7B) $64,223,773 0 0 0 
74 108,998,870 0 1,141,385 0 
75 113,064,188 0 3,287,456 0 
76 117,849,628 2,227,793 5,552,291 278,725 0 
77 123,281,528 6,039,530 8,232,247 758,308 0 138,311,613 
78 6,268,262 129,949,247 8,983,763 10,646,851 1,174,356 0 157,022,479 
79 16,940,538 137,716,735 12,339,549 12,574,209 1,475,732 0 181,046,763 
80 39,964,765 147,527,943 23,905,146 16,204,531 3,565,371 0 231,167,756 
8] 75,187,459 163,163,556 33,624,170 21,165,464 5,325,746 0 298,466,395 
82 118,336,314 176,467,865 44,338,477 28,328,946 7,480,418 0 374,952,020 
83 158,358,806 189,390,417 52,665,410 36,181,889 9 481,542 0 446,078,064 
84 202,936,358 201,319,109 60,925,268 42,986,128 11,565,460 0 519,732,323 
85 252,420,524 214,764,544 70,500,922 47,396,179 13,859,181 0 598,941,350 
86 309,384,250 217,677,906 79,761,708 53,039,675 443,184 676,528,854 
87 339,883,180 227,687,073 44,091,429 56,861,627 16,613,608 824,550 685,961,467 
88 381,180,287 239,553,633 33,671,110 61,750,961 16,581,042 1,070,972 733,808,005 
89 411,838,993 254,128,428 8,651,477 66,665,000 16,608,706 1,320,720 759,213,324 
90 446,511,416 268,496,362 0 72,811,618 17,936,701 1,688,370 807,444.467 
9} 470,322,655 280,326,496 0 77,324,921 18,882,548 2,121,973 848,978,593 
92 496,465,569 291,753,603 0) 82,489,898 12,588,366 7,051,506 2,584,254 892,933,196 
93 511,474,640 300,782,863 86,890,369 12,538,119 6,863,579 2,534,844 921,084,414 
94 511,754,471 20,520,830 310,735,129 89,316,268 12,538,119 7,025,290 2,518,875 954,408,982 
95 515,470,287 31,793,125 321,265,835 91,614,674 12,538,119 7,296,373 2,544,390 982,522,803 
96 530,144,251 42,262,548 331,630,225 93,152,864 12,998,633 7,518,157 2,502,197 1,020,208,875 
oF 538,223,210 52,210,048 347,298,490 94,584,643 13,483,000 3,846,000 2,527,953 1,052, 173,344 
98 545,789,038 61,800,580 355,329,490 95,582,249 14,006,000 3,852,000 2,502,244 1,078, 861,601 
Forcas ted Fund Balance 

fe oF 554,045,000 70,567,000 362,873,000 96,399,000 14,451,000 3,852,000 2,500,000 1,104,687,000 

F500 554,045,000 75,277,000 368,945,000 97,563,000 14,865,000 4,061,000 3,625,000 1,118,381,000 

Fees 554,045,000 79,743,000 373,053,000 98,741,000 15,254,000 4,256,000 4,750,000 1,129,842,000 
Forcas ted Investment Earnings 

F 99 40,528,000 4,907,000 26,630,000 7,617,000 1,096,000 308,000 ‘186,028 81,272,028 

Fea) 40,758,000 5,335,000 27,078,000 7,685,000 1,124,000 315,000 269,740 82,564,740 

Fr: OF 41,185,000 5,641,000 27,425,000 7,766,000 1,151,000 328,000 353,452 83,849,452 
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History of Selected Trust Fund Balances 


Actual and Estimated 


Millions 








Fiscal Years 
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TAX POLICY LEGISLATION AND INITIATIVES 


The Fifty-sixth Legislature enacted a number of tax 
policy initiatives that will have a significant impact on 
taxes paid by residential and commercial property 
owners. The extent of the actual tax relief provided will 
depend on the extent by which local taxing jurisdictions 
adjust mill levies. Other tax policy legislation reduced 
taxes on vehicle owners, and on the oil, coal and natural 
gas extraction industries. Since all of this legislation 
impacts the property tax base and/or the associated non- 
levy revenue distributions, the impact on state and local 
budgets was a major focal point of the legislature. This 
concern resulted in a new state general fund 
reimbursement mechanism for local taxing jurisdictions. 


This section of the report summarizes the tax policy 
initiatives enacted by the Fifty-sixth legislature. 
Information provided includes a summary of the major 
components of each of the tax policy initiatives. 
Subsequent sections summarize the fiscal impacts by: 1) 
tax base, 2)state and local taxing jurisdictions, and 3) 
classes of taxpayer. 


Summary of Tax Policy Initiatives 


The Fifty-sixth Legislature passed legislation that will 
substantially reduce property taxes for businesses, 
homeowners and light vehicle owners and will reduce 
production taxes for oil, natural gas and coal producers in 
tax year 1999 and beyond. As a result of these 
reductions, state general fund property tax revenue will 
decline by approximately 8.2 percent in fiscal 2000 and 
19.5 percent in fiscal 2001 compared to the HJR2 
estimates for the same years. 


The tax relief enacted by the Fifty-sixth Legislature is the 
result of several pieces of legislation. The next several 
sections provide a detailed summary of each bill. 


In short, the legislative package: 


e cuts in half the tax rate on business 
equipment from 6 percent to 3 percent; 

e phases-in over four years the elimination of 
the livestock property tax; 

e phases-in over four years reappraisal of 
residential and commercial real estate; 

e provides for a homestead exemption and a 
commercial real estate exemption, and 
reduces the tax rate on all class 4 property, 


83 


which also will be phased in over 4 years; 

e cuts in half the tax rate on electrical 
generating and telecommunications real estate 
and business property; 

e reduces by 30 percent the tax on light motor 
vehicles and redistributes the remaining 
revenue; 

e creates a new stripper exemption for oil 
production, an expanded definition of stripper 
oil production, and reduces rates on new oil 
and natural gas production; 

e creates a new excise tax on the transmission 
of electricity and a new excise tax on 
telecommunications services in order to 
replace revenue reductions associated with 
the property tax base reductions; 

e eliminates the telephone license tax; 

e creates a new license tax on coal production 
and an offsetting reduction in the coal 
severance tax in order to redirect revenue 
from taxes on coal; and 

e provides for partial rermbursement of local 
governments and schools and the university 
system. 


Table 1 summarizes the impacts of the tax legislation on 
the state general fund. The impact on the statewide 
property tax base for each property tax bill is in the first 
panel. In tax year 2000, the tax base will fall $312.7 
million, a reduction of 19.5 percent from pre-legislative 
levels. One statewide mill will generate $1.63 million, 
compared with its tax year 1998 value of $1.94 million. 


The second panel of the table shows the revenue 
reductions to the state general fund. The revenue 
reductions will not reflect a full year’s worth of activity 
until fiscal 2001. The revenue reduction grows slightly 
during the 2003 biennium due to the continued decline in 
the livestock tax rate. The revenue reductions associated 
with the oil and natural gas legislation, the elimination of 
the telephone excise tax, and the motor vehicle tax rate cut 
are also shown. 


The third panel shows new tax revenue to the general fund 
from the new telecommunications excise tax HB128 and 
from the electrical energy tax HB 174. New tax revenues 
will recover 69 percent of the general fund revenue loss in 
fiscal 2000 and 60 percent in fiscal 2001. Also shown are 
the estimates of the net revenue impacts of the legislative 
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package on the general fund. 


The last panel shows the state general fund 
reimbursements that will be made to various state and 
local accounts. Reimbursements are expected to grow by 





$53.1 million in the 2003 biennium when compared to the 
2001 biennium, an increase of 67 percent. The lastline in 
the table shows the net impact of revenue reductions and 
reimbursements on the state general fund. The impact 
grows from $25.3 million in fiscal 2000 to nearly $90 
million in fiscal 2003. 


Table 1 
Tax Policy Legislation 
(In Millions) 


Property Tax Changes 


Statewide Changes in Taxable Values 
SB184 - Home and Business Real Estate 
SB200 - Business Equipment Property 
HB174 - Electrical Generating Property 
HB128 - Telecommunications Property 


Total Change in Taxable Value $ (117.1) $ (312.7) $ (326.8) $ _(340..3) 


Property Tax Revenue Reductions - State General Fund 


Revenue Reduction 95 Mills 
SB184 - Home and Business Real Estate 
SB200 - Business Equipment Property 
HB174 - Electrical Generating Property 
HB128 - Telecommunications Property 


Total Revenue Reduction 95 Mills 
Revenue Reduction 1.5 Mills 


General Fund Property Tax Revenue Reduction 


Oil & Gas Revenue Reduction (SB530,HB658,HB661) 
Eliminate Telephone License Tax (HB128) 
Motor Vehicle Revenue Reduction (SB260) 


Total Property and Motor Vehicie Reduction 


New Tax Revenue - State General Fund 


Telephone Excise Tax (HB128) 
Wholesale Energy Transaction Tax (HB174) 


Total New Tax Revenue 


Net Revenue Impact on General Fund 


State General Fund Reimbursements 


6 Mill Account - Total 
Property Tax Reimbursement 
Motor Vehicle Reimbursement 


9 Mil! Account - Total 
Property Tax Reimbursement 
Motor Vehicle Reimbursement 


Local Governments and Schools - Total 
Property Tax Reimbursement 
BASE Aid for Schools 
Motor Vehicle Reimbursement to Schools 
Charter Cities and Industrial TIF's 


Total General Fund Reimbursements 


Net Impact on General Fund - 
Revenue Reductions and Reimbursements 





TY0O TY01 TY02 


(89.0) $ (90.5) $ (91.4) 
(111.3) (121.1) (130.7) 
(64.7) (66.3) (68.1) 
(47.6) (48.9) (50.1) 


FYOO FYO1 FY02 


124° S$ 25.9 $§ Zine 28.5 
Alisile 3.4 3.4 3.5 


14.1 $ 294 $ 30.6 $ 32.0 
(6.3) $ (19.7) $ (20.7) $<» (21.7) 


See 
54.9 


Ze 


60.4 


(80.1) $ 
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Fiscal Impact on Tax Base 


The tax policy initiatives affect three different tax bases: 
the property tax base, the motor vehicle tax base and the 
natural resource tax base. 


Property Tax 


Five bills reduce the property tax base in the state. The 
state will reimburse local jurisdictions for the impact of 
all of them except for the residential and commercial tax 
base reduction in SB 184. A short description of each 
bill follows: 


Senate Bill 200 — Beginning in tax year 2000, SB200 
reduces the tax rate for business equipment (class 8) from 
6 percent to 3 percent and establishes an exemption from 
class 8 property taxes for owners with business 
equipment valued at $5,000 or less. The rate reduction to 
3 percent for class 8 property will remain in effect until 
January 1, 2004. At that time and for each year in the 
future, the rate will remain at 3 percent unless in any year 
the observed year over year inflation-adjusted growth in 
Montana wage and salary income 1s at least 2.85 percent. 
If this condition is met, then the class 8 tax rate will fall 
by | percentage point per year until the tax rate reaches 
zero. 


SB200 also phases in the elimination of the tax rate for 
livestock (class 6 property) from its current rate of 4 
percent. The tax rate applied to class 6 will be 3 percent 
in tax year 2000, 2 percent in tax year 2001, 1 percent in 
tax year 2002, and 0 percent in tax year 2003 and beyond. 


House Bill 128 — Beginning in tax year 2000, HB128 
removes centrally assessed telecommunications property 
from class 9 (utilities), places it in a new class of 
property (class 13), and applies a tax rate of 6 percent. 
This property is currently taxed at a rate of 12 percent. 
Rural telecommunications property is removed from 
class 7, where it was taxed at 8 percent, and placed in 
class 5, where it will be taxed at 3 percent, beginning in 
tax year 2000. 


House Bill 174 - Beginning in tax year 2000, HB174 
removes centrally assessed electrical generation property 
from class 9 (utilities), places it in a new class of 
property (class 13), and applies a tax rate of 6 percent. 
This property is currently taxed at a rate of 12 percent. It 
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is unknown whether this property will continue to be 
centrally assessed in the future. 


The estimates of the HB174 property tax loss in Table 1 
reflect an assumption about the upcoming sale of Montana 
Power Company electrical generating assets to 
Pennsylvania Power and Light. It is assumed that the sale 
will be completed before January 1, 2000, and that the 
value established for property tax purposes on that date 
will be the sale value of the assets, which is approximately 
1.5 times its current value. As a result, the tax base 
reduction to state and local jurisdictions is estimated be 
around 25 percent, in spite of the tax rate falling by 50 
percent. If the sale does not take place in calendar 1999, 
the result will be a larger revenue reduction than reported 
in Table 1 on the previous page. 


House Bill 420 — Beginning in tax year 1999, HB 420 
allows for the deduction of costs related to the 
transportation of minerals from the mine to the smelter 
when calculating gross proceeds taxes. Jurisdictions with 
metal mines in their property tax base will lose property 
tax revenue, but will be reimbursed by the state. 


Senate Bill 184 — Three changes approved in SB184 will 
affect valuation of much of the real estate property in each 
taxing jurisdiction in the state. Beginning in tax year 
1999, SB184: 1) phases-in the 1997 reappraisal of 
residential, commercial, agricultural and timberland 
property; 2) phases-in a reduction in the tax rate applied to 
this property; and 3) establishes homestead and 
commercial real estate exemptions. 


The 1997 legislature in SB195 required a phase-in of the 
1997 reappraisal over a 50 year period. SB184 reduces 
this phase-in period to 4 years beginning in tax year 1999. 
The difference between the reappraised value of a property 
and its tax year 1998 value will be phased in at 25 percent 
per year until it is fully effective in tax year 2002. The 
next reappraisal will be phased-in by 1/6 each year 
beginning January 1, 2003. 


SB195 applied a phase-in rule for properties that rose in 
value and that fell in value as a result of the 1997 , 
reappraisal. In a case settled in 1999, Roosevelt v. State of 
Montana, the Supreme Court ruled that a valuation phase- 
in rule for properties which fall in value is 
unconstitutional. As a result, the phase-in rule in SB184 
applies only to those properties that rise in value. 
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Properties which fall in value will be valued at their new 
appraised value immediately in tax year 1999. The fiscal 
impact associated with SB184 in Table 1 reflects both the 
impact of the Roosevelt decision as well as the impacts of 
SB184. 


SB184 reduces the tax rate applied to class 4 (residential 
and commercial real estate) property. The class 4 tax rate 
is lowered to 3.7105 percent for tax year 1999 and is 
adjusted downward each year by .0835 percentage points 
until the rate reaches 3.46 percent in tax year 2002 and 
beyond. Since the rate for class 3 property (agricultural 
land) is equal in law to the rate on class 4 property, the 
class 3 rate will fall also. The tax rate on timberland is 


set at 0.79 percent for tax year 1999, and 1s lowered by 


0.11 percentage points each year until it reaches 0.35 
percent in tax year 2003 and beyond. 


The 1997 reappraisal increased the statewide average 
value of residential property by 44.2 percent, the average 
value of class 4 commercial property by 24.1 percent, the 
average value of agricultural property by 6.9 percent, and 
the average value of timberland property by 128.1 
percent. In order to forestall increases in the property tax 
bills applied to most home and business real estate, 
SB184 established a homestead exemption and a 
“comstead” exemption in the following magnitudes: 













Commercial 
Property Exemption 


Residential 
Property Exemption 










Tax year 1999 
Tax year 2000 
Tax year 2001 
tax year 2002 


16.0 percent 
23.0 percent 
27.5 percent 
33.0 percent 


6.5 percent 
9.0 percent 
11.0 percent 
13.0 percent 






The exemption percent applies to the phased-in, 
reappraised value of the property. The homestead 
exemption applies to all residential property, including 
vacant residential lots and rental multifamily dwellings, 
and the comstead exemption applies to all class 4 
commercial property including vacant commercial lots. 
The homestead exemption, combined with the class 4 tax 
rate reduction, was designed to more than offset the 
upward impact of reappraisal on the average homeowner 
in Montana. As a result, average property tax revenue 
from homeowners for all governments will fall by 
approximately 6 percent from current levels. The 
comstead exemption, in combination with the class 4 tax 
rate reduction, was designed to just offset the effect of 
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reappraisal on the average commercial real estate owner. 


As a result, total government receipts of property tax 


revenue received from owners of commercial real estate 


will be close to the amount that would have been received i 


under previous law. 


Agricultural land value increases due to reappraisal 
averaged 6.9 percent across the state or, when phased in 
over 4 years, by 1.73 percent per year. The tax rate 
reduction for agricultural land, however, will fall by 2.2 
percent per year. Timberland increases due to reappraisal 
averaged 128.1 percent, or 32 percent per year over the 4 
year phase-in. In tax year 1999, there will be no offsetting 
tax rate reduction, and thus the average timberland tax bill 
will increase by at least 32 percent. Beginning in tax year 
2000, the timberland tax rate will fall by almost 14 percent 
per year. 


SB184 also requires that the valuation of land be tied to 
the valuation of improvements on the land. If the land 1s 
appraised at less than 75 percent of the appraised value of 
the improvements on the land, then the land is valued at its 
appraised value. If the appraised value of the land exceeds 
75 percent of the appraised value of the improvements, 
then the land is valued at 75 percent of the appraised value 
of the improvements. 


Motor Vehicle Tax Base 


Senate Bill 260 — Beginning January 1, 2000, the tax rate 
on light vehicles will drop from 2 percent of the 
depreciated vehicle value to 1.4 percent of the depreciated 
vehicle value, a 30 percent reduction. For tax years 2001 
and beyond, the tax rate will be adjusted downward to 
prevent increases in statewide taxable value of motor 
vehicles from generating additional revenue statewide. 


SB260 increases the local option motor vehicle tax from 
0.5 percent to 0.7 percent beginning January 1, 2000. 
Counties, with voter approval, may increase the local 
option tax, and if all should do so, the additional revenue 
would amount to around $7 million per year, split between 
county and city governments. 


SB260 alters the distribution of motor vehicle tax revenue. 
The share of motor vehicle tax revenue distributed to the 
district courts was increased to 10 percent from 7 percent, 
in an effort to hold that account harmless. The remaining 
revenue will no longer be distributed to the statewide 40 














TAX POLICY LEGISLATION AND INITIATIVES 


mill equalization levy or the university 6 mill levy. The 
share of the motor vehicle revenue formerly captured by 
‘these levies will be distributed to all remaining state and 
local levies. The two state levies (46 mills) represent 
approximately 12 percent of the average consolidated 
levy in the state. Thus, the revenue loss to the remaining 
levies will average 20 percent in a full fiscal year. 


Local governments and schools in which growth in 
vehicle values lags behind the statewide average growth 
in vehicle values will experience declining motor vehicle 
tax revenue in the future. Under the provisions of 
SB184, local governments and schools may permissively 
raise property tax millages to recoup the amount of motor 
vehicle revenue received in the prior year. The Office of 
Public Instruction will reimburse motor vehicle revenue 
losses to the general fund of all school districts’ to fiscal 
1999 levels. The first payment of $2.2 million will take 
place in fiscal 2001. 


House Bill 540 submits to the qualified electors of 
Montana a proposal to switch from a tax based on the 
value of a light vehicle to a flat fee based on the age of 
the vehicle. Light vehicles are defined as all cars and 
trucks under one ton. Under HB 540, the registration fee 
on light vehicles that are 4 years old or less would be 


$195, five to ten years old would be $65, and 11 years or | 


older would be $6. The proposal provides for a 24- 
month vehicle registration. Counties may continue to 
impose a local option tax of up to 0.5% of the value of 
the vehicle, or, with voter approval, impose a flat fee on 
top of the registration fee. 


None of the registration fees would be distributed to the 
95 mills for schools, 6 mills for the university system, or 
mill levies for public assistance programs in state- 
assumed counties. The school district general fund will 
be reimbursed up to the amount of motor vehicle fees 
deposited in the district general fund in FY 1999. HB540 
directs that the registration fee be deductible for state 
income tax purposes. The new registration fee would 
most likely not be deductible for federal income tax 
purposes. 


The proposal will be on the ballot in November, 2000. If 
approved by the electorate, the new fee structure will be 
effective on January 1, 2001. 
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Natural Resource Tax Base 


Three bills alter the way oil and gas production is taxed 
and change the distribution of oil and gas tax revenues. 


Senate Bill 530 - SB 530 eliminates the distinction 
between pre-1985 and post-1985 production in oil and 
natural gas taxation and repeals the unit value calculation 


_ that has been used to distribute taxes from pre-1985 wells. 


Tax year 1999 is a transition year; the pre- and post-1985 
distinction is eliminated effective January 1, 2000. SB 530 
creates a new distinction between pre- and post-1999 
production and adjusts the tax rates for many of the 
categories of oil and gas production. SB 530 allocates to 
the state all of the production taxes paid by working 
interests on new oil and gas production in the first 12 (or, 
in some cases, 18) months of production (1.e. during the 
“tax holiday” period). 


Effective January 1, 2000, oil and gas production taxes are 
distributed to counties based on taxes received from 
production in the county. The county treasurer allocates 
the taxes to taxing units based on prior year mills, 
including the 95 mills for schools and 6 mills for the 
university system. 


SB 530 repeals references to the local government 
severance tax on calendar 1995 production. School 
districts may not carry these tax payments in excess 
general fund reserves after January 1, 2000. 


House Bill 658 - HB 658 creates a new category of oil 
production called “stripper well exemption”, and 
eliminates the stripper oil incentive. Any stripper well that 
produces 3 barrels of oil a day or less falls into this 
category. Production from these wells is taxed a 0.5 
percent of the gross taxable value of production for 
working interests and 14.8 percent for non-working 
interests. Schools and counties do not receive any of the 
taxes collected from working interests in the stripper well 
exemption category. The legislation applies to oil 
produced after June 30, 1999. 


House Bill 661 - The maximum number of barrels that an 
oil well can produce in a day and still be classified as a 
stripper well is increased from 10 to 15 in HB 661. The 
tax rate on the first 10 barrels of production 1s set at 5.5 
percent of the gross taxable value of production. The tax 
rate on production greater than 10 barrels is 9.0 percent. 
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Non-working interests are taxed at 14.8 percent. HB 661 
eliminates the distinction between stripper 011 production 
from pre-1985 and post-1985 wells. The legislation 
applies to oil produced after June 30, 1999. 


Three bills substantially change the way coal is taxed and 
alter the way in which coal tax revenue is distributed. 


House Bill 260, House Bill 69, Senate Bill 220 — 
Beginning, July 1, 1999, HB 260 imposes a new coal 
license tax on the contract sales price of coal. At the 
same time, HB260 reduces the coal severance’ tax 
liability for coal producers by allowing a credit against 
the coal severance tax in the amount of 101.5 percent of 
coal license tax liability. Thus, coal producers will 
realize a reduction of 1.5 percent in tax liability on coal 
production. HB 69 and SB 220 redistribute coal 
severance tax revenue flowing into the corpus of the coal 
tax trust, eliminating the distribution to the permanent 


fund and redistributing this revenue to the treasure state 
endowment fund (TSEF). 


Table 2 


Impact of HB260, HB69 and SB220 on Coal Severance 
Tax Revenue and Distribution 


New HB260 Coal License Tax Revenue and Distribution 





The legislation provides a new distribution of coal 
severance taxes and specifies a distribution for the new 
coal license tax. Table 2 shows the distribution of the 
expected revenue to all accounts. 


The first panel on the left shows expected current law 
(HJR2) projections of revenue and distribution of the coal 
severance tax. The middle panel of the table shows the 
new severance tax revenue after the coal license tax credit 
has been applied, and the new distribution amounts. The 
main difference in the new distribution percentages 
between current law and new law is that the permanent 
trust will receive no severance tax revenue in the future. 
This revenue is redistributed between the treasure state 
endowment fund and a new TSEF regional water account. 
In addition, the portion of severance taxes that used to go 
to the long range building program for payment of debt 
service associated with Nevada City and Virginia City will 
now be distributed to the general fund for the same 


purpose. 


HB260 Distributions of Coal License Tax 
Biennium 
39,749,000 
4,600,000 
5,000,000 
1,200,000 


10,800,000 
28,949,000 


Coal License Tax Dist 
20,400,000 
2,300,000 
2,500,000 
600,000 


5,400,000 
15,000,009 


19,349,000 
2,300,000 
2,500,000 

600,000 
5,400,000 
13,949,000 


Total Revenue 

TSE Special Account 

Ag seed capital 

Industrial Tax Increment Dist 


Total distribution 
Net for redistribution 


Current Law - Coal Severance HJR2 New Law Coal Severance Tax Coal License Tax | HB260 


co. 3 ew Games © peosEa70 HB260 
FY0O FY01 Distribution 


33,266,000 31,547,000 
0.00% 
37.50% 
12.50% 
26.79% 
12.00% 
0.00% 
1.27% 
0.63% 
0.95% 
8.36% 
0.00% 
100.00% 


Permanent Trust 
TSEF 

TSE Regional Water Acct 
General Fund 

LRBP - Cash 

LRBP - Debt 

Parks Trust 

Arts Trust 

Water Develop 

Other Accounts 
Research &Com trust 
Totals 


25.00% 8,316,500 7,886,750 
25.00% 8,316,500 7,886,750 
0.00% - = 
25.49% 8,479,503 8,041,330 
12.00% 3,991,920 3,785,640 
1.30% 432,458 410,111 
1.27% 422,478 400,647 
0.63% 209,576 198,746 
0.95% 316,027 299,697 
8.36% 2,781,038 2,637 329 
0.00% S = 
100.00% 33,266,000 31,547,000 





FYOO _FY01 






















Permanent Trust 
























TSEF 4,710,000 4,465,412 
TSE Regional Water Acct 1,570,000 1,488,471 
General Fund 8,308,824 7,787,681 
LRBP - Cash 4,055,700 3,798,867 
LRBP - Debt 261,000 242,713 
Parks Trust 414,512 388,362 
Arts Trust 208,128 194,980 
Water Develop 309,820 290,276 
Other Accounts A2ewo 2,550,803 
Research &Com trust 4,999,500 4,649,202 









Totals 27,560,000 25,856,765 
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License and Severance Revenue-New Law Net Impact 







FYOO FYO1 
12,560,000 11,907,765 


Distribution FYOO FYO1 


15,000,000 13,949,000 


0.00% 
0.00% 
0.00% 
32.96% 
16.99% 
1.74% 
1.70% 
0.86% 
1.27% 
11.15% 
33.33% 
100.00% 


4,710,000 4,465,412 
1,570,000 1,488,471 
3,364,824 3,190,090 
1,507,200 1,428,932 
159,512 151,229 
79,128 75,019 
119,320 113,124 
1,050,016 995,489 


12,560,000 11,907,765 


4,944,000 
2,548,500 
261,000 
255,000 
129,000 
190,500 
1,672,500 
4,999,500 
15,000,000 


4,597,590 
2,369,935 
242,713 
237,133 
119,961 
1/ed52 
1,555,314 
4,649,202 
13,949,000 


Impact for all Accounts 
FYOO FYO1 




















(8,316,500) (7,886,750) 

































(3,606,500) (3,421,338)|Net Impact (5,706,000) (5,690,235) 
1,570,000 1,488,471 
(170,679) (253,650) 
63,780 13,227 |TSE,AG, TIF 5,400,000 5,400,000 
(171,458) (167,398) 
(7,966) (12,285)| Difference (306,000) (290,235) 
(1,448) (3,766) 
(6,207) (9,420) This is 1.5% of Total License Tax Revenue 
(58,522) (86,527) 
4,999,500 4,649,202 








(5,706,000) (5,690,235) 





























TAX POLICY LEGISLATION AND INITIATIVES 


The upper panel on the right shows the expected revenue 
from the new coal license tax and a set of upfront 
distributions. The license tax rate will be 9.17 percent of 
- the contract sales price for each ton of coal produced in 
the state. The tax will be collected quarterly and is due 
not later than 30 days after the end of the quarter in 
which the taxable production took place. 


The coal license tax is distributed as follows: 1) $2.3 
million per year during the 2001 biennium to the TSEF 
special revenue holding account (17-5-703(4)(b)), (on 
July 1, 2001 this amount is dropped to $600,000 per 
year.); 2) $2.5 million per year to a new agricultural seed 
capital account; 3) $600,000 each year to the industrial 
tax increment financing district in Silver Bow County; 
and 4) the remaining amount of the coal license tax is 
distributed as in the second panel on the right. The 
accounts to which the remaining coal license revenue is 
distributed are the same as the accounts to which the 
severance tax is distributed, except that a new account is 
created, a research and commercialization expendable 
trust account. This account receives 1/3 of the new coal 
‘license tax revenue and will be used for loans or for 
matching funds for grants that are to be used for research 
and commercialization projects in Montana. The money 
will be administered and spent by the Board of Research 
and Commercialization with members appointed by the 
legislature and the Governor. 


The purpose of the distributions of the remaining coal 
license tax revenue was to hold each non-trust account as 
harmless as possible. The net impact panel shows the 


extent to which this is expected to be successful. The | 


largest revenue loser will be the permanent trust. The 
TSFEF trust also loses revenue, but the revenue gains by 
its sub-accounts offsets much of this. The general fund 
and the other accounts lose a total of approximately $0.6 
million for the biennium. 


Fiscal Impact on State and Local Taxing Jurisdictions 


The tax policy initiatives include three features which 
will mitigate the revenue impacts on state and local 
governmenis. The legislation 1) partially reimburses 
local taxing jurisdiction with payments out of the state 
general fund; 2) alters the rules regarding mill levy 
increases made by local taxing jurisdictions; and 3) 
institutes two new general fund taxes that will in part 
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replace some of the revenue from the bills which reduced 
the various tax bases. 


State Reimbursements 


Schools districts, counties, cities, miscellaneous districts, 
and tax increment financing districts will be reimbursed by 
the state for property tax losses that are attributable to: 1) 
reductions in the tax rates on business equipment (SB200), 
2) oil and gas production (SB530 and HB658), 3) 
telecommunications property (HB128) © electrical 
generating facilities (HB174), and 4) mining 
transportation costs (HB420). The reimbursements will be 
calculated by the Department of Revenue for each 
jurisdiction as the difference between the amount of 
revenue actually received from this property in fiscal 1998 
and the amount of revenue this property would have 
generated in fiscal 1998 had the bills been in effect. If the 
amount of the state rermbursement appropriation exceeds 
this amount, the additional amount will be reimbursed to 
each jurisdiction on a pro rata basis. 


Schools and local governments will be partially 
reimbursed for property tax losses attributable to the 
homeowner and commercial real estate tax relief in 
SB184. Reimbursements will be distributed by the 
Department of Revenue on December 15 and June 15. 
These general fund re1mbursements (see Table 1) amount 
to $12.9 million in fiscal 2000 and $54.9 million in fiscal 
2001. 


The state general fund will also reimburse the university 
6-mill account for the fully ret:mbursable bills but not the 
DPHHS 9-mill account. The 9-mill account will be 
reimbursed only for the loss in motor vehicle revenue. 
Table 3 shows the revenue and reimbursement impacts of 
the property tax and motor vehicle legislation on the 
university account and the DPHHS account. 


Special reimbursements will be made by the department 
out of the state general fund to the city of Billings and to 
the Silver Bow industrial tax increment financing district 
(TIF). The city of Billings will receive $2.15 million 
during the 2001 biennium, and Silver Bow’s industrial TIF 
will receive $0.6 million during the biennium. The city of 
Billings will also receive its share of the SB184-related 
reimbursements mentioned above, but the industrial TIF 
in Silver Bow county will not. 





TAX POLICY LEGISLATION AND INITIATIVES 


| Revenue Reductions 
Property Tax Revenue Reduction 
Motor Vehicle Revenue Reduction 


Reimbursements from General Fund 
Property Tax Reimbursement 
Motor Vehicle Reimbursement 


Net Impact on University 6-Mill Account 


Table 3 
University 6 Mill Account 
(In Millions) 


FY0OO 


FY02 


Department of Public Health & Human Services 9-Mill Account 


Revenue Reductions 
Property Tax Revenue Reduction 
Motor Vehicle Revenue Reduction 


Reimbursements from General Fund 
Property Tax Reimbursement 
Motor Vehicle Reimbursement 


Net Impact on 9-Mill Account 


Additional reimbursements will be made by the Office of 
Public Instruction (OPI) to school districts in the state. In 
fiscal 2000, OPI will distribute $1.98 million in 
additional guaranteed tax base aid to school districts as a 
result of changes in the tax base caused by the 
homeowner and business real estate tax relief in SB184. 
In fiscal 2001, OPI will distribute $2.2 million in 
reimbursements to be deposited in school districts’ 
general fund to compensate for losses in motor vehicle 
revenue due to SB260. 


Rules Regarding Mill Levy Changes 


Senate Bill 184 limits the property tax collections of the 
state, school districts and local governments to the prior 
year amount (excluding revenue from applying mills to 
net and gross proceeds), plus revenue from any new 
property, less any reimbursements. This amount may be 
collected permissively, and any revenue requirements in 
excess of these amounts must be submitted to the voters 
in the jurisdiction. The state mills must be adjusted 
downward if the tax base increases due to reappraisal. 
State mandated mills (95 mills, the 6-mill university levy, 
the 1.5 mill vo-tech levy and the 9-mill welfare levy) 
may not exceed their current statutory levels. 
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FYOO 


FY01 FY02 
(0.7) 
(0.6) 


(0.1) 


0.1 


0.1 
(0.6) 





Local governments may combine funds when measuring 
the amount of revenue collections in the prior year. For 
school districts, the prior year limitation applies to the 
combined funds of district transportation, adult education, 


bus depreciation, and non-operating funds. The levies | 


school general fund, debt service fund, building reserve 
fund, tuition fund, and county retirement and 
transportation funds are not subject to the tax limitations 
under SB 184. However, the mill levies for the district 
general fund, debt service fund, and building reserve fund 
are subject to voter approval under the provisions of Title 
20, MCA. 


Property tax collections received by all governments may 
be increased due to growth in the property tax base from 
the following sources: 


e annexation of real property and improvements 
into a taxing unit; 


e construction, expansion, or remodeling of 


improvements; 
e transfer of property into a taxing unit; 
e subdivision of real property; 
e reclassification of property; 
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e transfer of property from tax-exempt to 
taxable status; and 

e revaluation caused by expansion, addition, 
replacement, or remodeling of improve- 
ments. 


If a reappraisal occurs and the resulting taxable values in 
a jurisdiction are higher than the year before, then each 
jurisdiction, including the state, will be required to lower 
its mills. 


_ Under old law, local mills were calculated by dividing a 
revenue target by currently existing property taxable 
value. The definition of currently existing taxable value 
was the value of existing property in the prior year less 
deletions of property plus new property added in the prior 
year. Under this legislation, current year mills will be 
calculated by dividing property tax revenue from the 
prior year by the current tax base net of deletions, but 
without regard to new property. As a result, jurisdictions 
with relatively high rates of property deletions may 
permissively raise mills to achieve prior year property tax 

“revenues. New property tax revenue will thus come from 
these mills applied to new property in the jurisdictions. 


In order to allow school districts some flexibility in 
designing their budgets while the changes in the property 
tax base occurs, SB 184 allows school districts to 
anticipate non-levy revenues from tuition, motor vehicle 
fees, oil and gas production taxes, coal gross proceeds, 
property tax reimbursements, and corporate license taxes 
in funding the district general fund budget. 


The impacts of the legislative package on local property 
tax revenue will vary between jurisdictions, depending on 
the mix of property in the jurisdiction. Jurisdictions with 
a high proportion of their tax base in reimbursable 
business property and a small proportion in unreimbursed 
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residential and small business real estate, will not realize 
much revenue loss in the short run. Consequently they 
will raise mills minimally. Just the opposite is the case in 
a jurisdiction where residential and small business real 
estate make up a large proportion of the tax base. 


Jurisdictions with a high proportion of residential property 
that experienced high rates of appreciation due to 
reappraisal will also raise mills minimally. Jurisdictions 
with a high proportion of their total revenue stream 
consisting of motor vehicle revenue may be forced to raise 
mills substantially. 


The long run impacts on local jurisdictional budgets will 
be more severe. All jurisdictions will experience a 
flattening revenue stream from motor vehicles, and 
reimbursements for property tax losses will essentially be 
frozen. In addition, the SB195 and HB20 reimbursements, 
passed in previous legislative sessions, will continue to 
fall 10 percentage points per year. Any appreciation of 
existing property will not produce new revenue. The 
property tax base will yield new revenue only from new 


property. 


The impacts on school districts’ general fund will be less 
severe than for other school funds or other jurisdictions. 
The changes in the tax base that are created by the 
property tax legislation will be ameliorated to a large 
extent by the Guaranteed Tax Base (GTB) mechanism for 
school funding. As a district loses tax base relative to the 
statewide average, its GIB payment from the state 
increases, or it becomes more likely to be a GTB recipient. 


Table 4 shows the impact of the legislation on all local 
governments and schools for fiscal 2000 through fiscal 
2003, under the assumption that the state will continue 
funding reimbursements. 
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Table 4 
Local Government and School District Accounts 
(In Millions) 


Local Government and School Accounts 
Property Tax Revenue Reduction (mills frozen) 
Motor Vehicle Revenue Reduction 


Reimbursements from General Fund 
Property Tax Reimbursement 
BASE Aid for Schools 
Motor Vehicle Reimbursement to Schools 
Charter Cities and Industrial TIF's 


Net Impact on Local Gov't/School Accounts 


Fiscal Impact of New Taxes 


The legislature passed one bill eliminating a tax and two 
bills creating two new excise taxes. The excise taxes are 
expected to contribute to the state general fund over $14 
million in fiscal 2000 and over $29 million in fiscal 2001. 
A short description of each bill follows: 


House Bill 128 repeals the telephone company license 
tax (1.8 percent) and imposes a new telephone excise tax 
of 3.75 percent on the sales pricesjof!: retail 
telecommunications. The telephone excise tax 1s 
imposed on telephone service consumers (except internet 
service consumers per HB192) and is to be collected by 
all centrally assessed telephone companies. Rural 
telephone cooperatives and local exchange carriers will 
also collect the tax if they were subject to competition 
upon passage of the act. Rural telephone cooperatives 
and local exchange carriers who are not currently subject 
to competition, but become subject to competition in the 
future, will remain exempt from collection of the tax. 
Also exempt are purchases of telephone services by the 
federal government, calls made on pay phones, or calls 
using pre-paid calling cards. The tax will be collected 
quarterly, and payment of the tax is due no later than 60 
days after the end of the quarter to which the tax applies. 
The revenue from the telephone excise tax will be 
deposited in the state general fund. 


House Bill 174 - Beginning January 1, 2000, HB174 also 
imposes a new wholesale energy transaction (WET) tax 
upon electricity transmitted and sold within Montana. 
The tax rate is set at 0.015 cents (0.15 mills) per kilowatt 


FYOO 
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FY02 
(97.77) 
(81.9) 
(15.8) 


FY03 
(102.55) 
(85.5) 
(17.0) 


FYO1 
(93.05) 
(78.3) 
(14.7) 


(45.60) 
(38.6) 
(7.0) 


17.6 Dice 1.5 64.1 

12:9 54.9 57.4 59.8 
2.0 - - = 

- 2u2 4.1 4.3 
2.8 = . 

(27.97) (35.89) 


(36.25) (38.45) 


hour. Ifthe electricity is produced in the state and sold out 
of state, the taxpayer is the person(s) owning the electrical 
generation property, and the tax is collected by the 
transmission services provider. If the electricity 1s 


produced in the state for in-state delivery, or is produced | 


outside the state for in-state delivery, the taxpayer is the 
distribution services provider, and the tax is collected by 
the transmission services provider. 


The WET tax does not apply to: 1) electricity transmitted 
through the state that is neither produced nor consumed in 
the state; 2) electricity generated in the state by an agency 
of the federal government for delivery outside the state; 3) 
electricity delivered to a distribution services provider that 
is a municipal utility or a rural electric cooperative that 
opts out of competition under HB390 (1997 legislature); 
4) electricity delivered to a purchaser that receives its 
power directly from a transmission or distribution facility 
owned by an entity of the U.S. government; 5) electricity 
meeting certain contractual requirements that is delivered 
by a distribution services provider that was first served by 
a public utility after December 31, 1996; and 6) electricity 
that has been subject to the transmission tax in another 
state. 


The WET tax is collected quarterly and is due 60 days 


after the end of the quarter to which the tax applies. The 
revenue from the tax is deposited in the general fund. 


Fiscal Impact on Taxpayer Classes 


The legislation passed by the Fifty-sixth Legislature 
reduced taxes for homeowners, owners of vehicles, 
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business equipment and commercial real estate, 
livestock, and owners of electrical generating and 
telecommunications property. The homeowner and 
commercial real estate tax relief will be phased in 
beginning in tax year 1999 (fiscal 2000). The remaining 
tax relief will begin January 1, 2000. 


Table 5 shows estimates of the impact of the property tax 
legislation on property tax lability for each class of 
property. The impact is derived under the assumption 
that all local taxing jurisdictions adjust mills in response 
to changes in the tax base, and that the sum of the new 
property tax revenue plus reimbursements equals prior 
year revenue. 


Only class 1 (net proceeds) was not directly affected by 
legislation altering the property tax base. The taxable 
value of gross proceeds was reduced by HB420, which 
increased transportation deductions for metal mines. 
Liability for these classes rise indirectly because of mill 
levy increases by local jurisdictions. 


Agricultural land property taxes increase relative to 
liability under current law by 2.4 percent. The net 
amount of taxable value in agricultural land falls, due to 


reductions in the tax rate that overwhelm the increase in 
value due to reappraisal. The reduction in agricultural 
taxable value produces an increase in tax liability because 
of higher local mills. 


Residential real estate experiences an average reduction in 
tax liability of 6.2 percent. On average, residences will be 
valued higher than under previous law due to reappraisal. 
However, tax rate reductions and the homestead 
exemption more than adjust for the increase in value due 
to reappraisal. In tax year 2000 (fiscal 2001), the average 
reduction 1n taxable values for all homesteads in the state 
is 10.6 percent. The reduction in tax liability is less 
because of the increase in local mills. 


Commercial real estate experiences an increase in average 
tax liability of 1.6 percent. On average, commercial real 
estate will be valued higher than under current law due to 
reappraisal. Tax rate reductions and the establishment of 
a comstead exemption reduce the taxable value of 
commercial real estate by 3.2 percent in tax year 2000 
(fiscal 2001). The change in the property tax liability for 
commercial real estate is positive due to increases in local 
mills. 


Table 5 
Legislative Reductions in Property Tax Liability 
Fiscal 2001 


Property Class 
Net Proceeds 
Gross Proceeds 
Agricultural Land 
Residential Real Estate 
Commercial Real Estate 
Co-ops, Pollution Control 
Livestock 
Independent Telephone 
Business Equipment 
Utilities 
Timberland 
Railroads and Airlines 


All Classes 


Percent Change 
Fom Current Law 

5.0% 

5.3% 

2.4% 

-6.2% 

1.6% 

4.9% 

-31.5% 

-75.6% 

-42.4% 

-10.9% 

4.5% 

-17.3% 


-9.6% 


Assumes local jursidictions increase mills to recoup unreimbursable taxable value 
loss; Excludes impacts of SB100 on property tax liability. Source is DOR - TPR 
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The above describes the average change in tax liability 
for the average homeowner and average commercial real 
estate owner in the state. The impact on any one owner 
will depend on the magnitude of the change in value of 
the property due to reappraisal, and on the local mill levy 
increase. Some jurisdictions contain property that had a 
large appreciation in value, and the average tax bill for 
the homes in those jurisdictions may very well increase 
in spite of the homestead exemption and tax rate cut. 


The property owned by telephone cooperatives and 
pollution control property will experience an increase in 
property tax lability due to increases in local mills. 
Beginning in tax year 2000, the property in this class will 
contain the property now in the class, plus most of the 
property now in class 7 (independent telephone) which 
was reclassified by HB128. 


In fiscal 2001, livestock owners will experience a 
reduction in tax liability of 31.5 percent. The tax rate on 
livestock falls by 25 percent in tax year 2000, and by 50 
percent in tax year 2001. The reduction in tax liability in 
fiscal 2001 1s an average of both years, since some 
livestock owners pay taxes in March instead of 
November and May. 





The reduction in tax liability for business equipment 
owners will average 42.4 percent in fiscal 2001. The tax 
rate was cut in half, but the increase in local mills will 
mitigate some of the tax relief. 


Utility property will experience a 10.9 percent reduction 
in tax liability. Even though the tax rates for both 
electrical generating and telecommunications property will 
fall by 50 percent, this property makes up only a small 
share of all the property in class 9. In addition, the 
assumed sale of Montana Power Company electrical 
generating property will have an upward impact on the 
market value of these assets. A large portion of the ~ 
remaining property in class 9 is made up of electrical 
transmission and distribution property, all of which 
remains at a tax rate of 12 percent. 


Railroad and airline property will also experience a tax 
liability reduction indirectly. The tax rate on airline and 
railroad property will fall because it is a weighted average 
of the rates which apply to commercial real estate, 
business equipment, utilities, and other business property. 
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APPROPRIATIONS BY AGENCY AND PROGRAM 


This summary of the layout and composition of the "Appropriations by Agency and Program" section is designed to provide 
the reader with a "road map" for reading and utilizing the agency appropriations report that follows. 


The report on agency and program appropriations is designed to provide a resource for legislators and members of the public | 
to understand actions taken on agency budgets by the legislature and their impact on agency operations. It does this by 
detailing the components of the budget, as well as providing a summary of legislative action, and a discussion of other — 
legislation impacting the agency. The agencies are grouped by categories that mirror the groupings used in the 
appropriations process, and are summarized below. 


Agency Subcommittee Groupings 


GENERAL GOVERNMENT AND 
TRANSPORTATION (Section A) 


Legislative Branch 

Consumer Counsel 

Judiciary 

Montana Chiropractic Legal Panel 
Governor's Office 

Secretary of State 

Commissioner of Political Practices 
State Auditor’s Office 
Transportation 

Revenue 

Administration 

Appellate Defender Commission 


HEALTH AND HUMAN SERVICES (Section B) 


Public Health & Human Services 


NATURAL RESOURCES AND COMMERCE 
(Section C) 
Fish, Wildlife and Parks 
Environmental Quality 
Livestock 
Natural Resources and Conservation 
Agriculture 
Commerce 


INSTITUTIONS AND PUBLIC SAFETY 
(Section D) 

Board of Crime Control 

Justice 

Public Service Regulation 

Corrections 

Labor and Industry 

Military Affairs 


a) 





EDUCATION (Section E) 


Office of Public Instruction 

Board of Public Education 

School for the Deaf and Blind 

Montana Arts Council 

State Library Commission 

Montana Historical Society 

Montana University System 
Commissioner of Higher Education 
Six University Units 
Colleges of Technology 
Community Colleges 
Agricultural Experiment Station 
Cooperative Extension Service 
Forestry and Conservation Experiment 
Station 
Bureau of Mines 
Fire Services Training School 
Distance Learning 
Rural Physicians Residency 


LONG-RANGE PLANNING (Section F) 


Long-Range Building Program 

Treasure State Endowment Program 

Oil Overcharge Program 

State Building Energy Conservation 

Resource Indemnity Trust Interest Grant and Loan 
Program 

Cultural and Aesthetic Grant Program 
Information Technology Bonds 
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Budget Presentations 


The appropriations for all agency budgets were 
established and the appropriations report is written using 
the precepts contained in statute that require that the 
budget be presented in three tiers: 


1) base budget, which is defined as "that level of 
funding authorized by the previous legislature"; 


2) present law budget, defined as "that level of 
funding needed under present law to maintain 
operations and services at the level authorized by 
the previous legislature..."; and 


3) new proposals, which are "requests to provide 
new nonmandated services, to change program 
services, to eliminate existing services, or to 
change sources of funding..." 


The appropriations report is presented in such a way as to 
show legislative action on each present law adjustment 
and new proposal made to the base budget to derive the 
2001 biennium agency budget. 


Legislative Appropriations 


Legislative appropriations are made via two ways: 1) 
temporary appropriations bills, which are valid for a two- 
year period; and 2) statutory appropriations, which are 
appropriations authorized within substantive law and 
effective as long as the law remains in effect. 


The legislature generally uses two vehicles to make 
temporary appropriations: 1) HB 2; and 2) other 
appropriations bills, generally referred to as “cat-and- 
dog” bills. HB 2 is the general appropriations bill, in 
which over 91 percent of all general fund and over 88 
percent of total funds are appropriated in the 2001 
biennium. 


Statutory appropriations, while they represent an 
obligation on revenues and are included in any total 
expenditure tallies, do not require the passage of a bill to 
be effective. In addition, while the legislature estimates 
total statutory appropriations for the purpose of 
determining total available revenues for other 
appropriations, actual statutory appropriations will 


96 





depend upon the underlying conditions controlling the — 
appropriation, such as the level of debt service required, 
which is a function of not only the total debt undertaken | 


but factors such as prevailing interest rates. 


The tables in the narrative within the “Appropriations by | 
Agency and Program” section contain only HB 2) 


appropriations. As such: 


1) the figures do not include the 2001 biennium | 
pay plan adopted by the legislature in HB 13, as | 
final allocations of funds to agencies and | 
programs to implement the pay plan had not been | 


made by the Office of Budget and Program 
Planning (OBPP) at the time of writing of this 
report was written; 


2) the tables do not include other appropriation 
bills. Consequently, in some instances 1t may be 
necessary for clarity to include extra tables to 
supplement the main narrative tables. For 
example, certain on-going costs of public schools 
(K-12 education) are included in SB 100, rather 
than HB 2. Therefore, HB 2 does not represent 
the true on-going costs of the K-12 school system, 
and SB 100 appropriations are included in 
supplemental narrative tables to provide a more 
accurate picture of total legislative funding; and 


3) no statutory appropriations that may be made to 
or administered by an individual agency are 
included. 


For all multiple program agencies, the narrative is divided 
into two parts: 1) the agency narrative; and 2) the 
program narrative. 


Agency Narrative 


The agency narrative provides an overview of the 
appropriations for that agency. Only a summary of 
legislative action for the agency, any agency-wide 
language, and a summary of other legislation having a 
significant fiscal impact on the agency are included at this 
level. All other discussion occurs within the relevant 
program narratives. 
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Each agency narrative begins with a table detailing 
adjusted actual fiscal 1998 expenditures, and present law 
adjustments and new proposals added to derive the 
appropriation for each year of the 2001 biennium. The 
table is followed by a brief agency description. 


A paragraph with a short summary of legislative action 
follows. The paragraph is designed to alert the reader to 
any broad themes or major initiatives undertaken by the 
legislature. However, it is not designed to summarize all 
action. 


This section may be followed by a discussion of major 
issues pertaining to this agency and/or addressed by the 
legislature under the heading “Agency Narrative”. It is 
also within this section that any action impacting more 
than one program within the agency might be detailed. 
For example, a discussion of the highways state special 
revenue account in the Department of Transportation 1s 
included in this section. 


A table showing and a discussion detailing differences 
between legislative action and the Executive Budget (as 
published) is included. 


Finally, any agency-wide language included in HB 2 
concludes this section (if applicable). Because the 
appropriation report details HB 2 appropriations, any 
other legislation that either appropriates money to or has 
a fiscal or programmatic impact on the agency is 
discussed in the section that follows. 


Program Narrative 


The agency narrative is followed by narratives detailing 
each of the agency programs. The program narrative 
begins with a table showing the adjusted fiscal 1998 base 
used to derive the budget; followed by total present law 
adjustments, new proposals, and total appropriations, by 
fiscal year. A short program description follows. 


The program description is followed by a section 
detailing the program’s funding. This section may be 
followed by a “Program Narrative” section in which 
either a summary of action or discussion to highlight 
some aspect of the program budget is made. 


is followed by the "Present Law 
This narrative provides 


This section 
Adjustments" discussion. 
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detailed information on all present law adjustments made 
to the base budget. The writeup begins with a table 
delineating the major present law adjustments, by fiscal 
year and funding source (showing both general fund and 
total funds). The table is divided into two sections: 


1) statewide present law adjustments, which 
include most personal services adjustments, and 
adjustments due to fixed costs and 
inflation/deflation (see discussion below); and 


2) other present law adjustments specific to the 
program. 


The table is followed by a narrative, in which each 
significant adjustment is discussed in more detail. 


The "Present Law Adjustments" narrative is followed by 
the "New Proposals" narrative, which begins with a table 
listing each of the new proposals included by the 
legislature, by year and funding source. This table is 
followed by narrative discussing each new proposal in 
more detail. 


Any language included 1n HB 2 pertaining to the program 
concludes the “Program Narratives” section. 


Statewide Present Law Adjustments 


"Statewide Present Law Adjustments" are those 
adjustments applied globally to all state agencies. The 
factors of these adjustments generally affect all agencies 
and are beyond the control of the individual agencies. 
Because of the global application of these factors and the 
consistency of application among agencies, these 
adjustments are included in the "statewide" section of the 
present law adjustment table. 


Personal Services 


Personal services costs were derived by taking a 
"snapshot" of state employee positions and the factors 
determining compensation rates at a particular point in 
time. Personal services were then adjusted to incorporate 
costs in effect in fiscal 1999 and certain anticipated costs 
in the 2001 biennium. Four primary factors will cause an 
increase in costs from fiscal 1998 base expenditures: 1) 
incorporation of the 1999 biennium pay plan, which was 
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not fully implemented until three months into fiscal 
1999; 2) full funding of all positions, minus a three 
percent vacancy savings rate in the 2001 biennium for 
most agencies; 3) elimination of all termination pay that 
may have been incurred in fiscal 1998; and 4) 
incorporation of any upgrades or downgrades that 
occurred in fiscal 1998. In addition, some present law 
increases or decreases in FTE made by the legislature 
may be included in this portion of the table. 


As stated, the 2001 biennium pay plan, adopted by the 
legislature in HB 13, is not included in this or any other 
table. 


Fixed Costs 


Agencies are charged fees (called fixed costs) for a 
variety of services provided by other state agencies. The 
legislature includes fixed costs for the following services 
(the object of expenditure is included in parentheses): 
Department of Administration (DofA) insurance and 
bonds (2104), DofA warrant writing fees (2113), DofA 
payroll service fees (2114), Legislative Auditor audit fees 
(2122), Montana Project to Reengineer the Revenue and 
Information Management Environment (MTPRRIME) 


Aqenc Function 


Administration 





operations bureau (2148), DofA network fees (2174), 
messenger services (2307), DofA rent (2527), capitol 
complex grounds maintenance (2770), MTPRRIME debt 
service costs (2875), and state fund cost allocation plan 
(2895). Fixed costs total $55.5 million during the 2001 
biennium for all funds (including non-appropriated | 
proprietary funds), with $41.95 million of those costs 
appropriated in HB 2. Table | shows the total fixed cost 
amounts in the 1999 biennium. 


Due to the passage of HB 576 (1995 legislature), the 
agencies that pay these costs receive an appropriation in 
HB 2 for that purpose. However, the agencies providing 
the service do not require an appropriation and are not 
included in HB 2, with the exception of audit fees. 
Instead, the legislature establishes the rates the providing 
programs may charge. Each rate is discussed more fully 
in the relevant program narrative in this section. 


Insurance and Bonds 


The Risk Management and Tort Defense (RMTD) 
Division of the DofA collects premiums from state 
agencies for: 1) administration of the self-insurance 
program, which provides state agencies with general 
liability and automobile coverage; and 2) purchase of 


Table 1 
Fixed Costs 
2001 Biennium 
(In millions) 


HB 2 All Funds* 
Total Total 


Insurance and Bonds $7.605 $13.113 


Payroll Service Fees 0.551 0.617 
MTPRRIME Operating 3.705 5.402 
Data Network Services 14.082 15.739 
Messenger Services 0.226 0.327 


Rent 


8.030 9.549 


Warrant Writing Fees 0.642 1.349 
MTPRRIME Debt Service 4.459 4.997 


Legislative Audit Division Audit Fees 


ay? 2.654 


Fish, Wildlife, and Parks Grounds Maintenance 0.462 0.595 


Various State Fund Allocation Plan 0.912 1.160 





$55,502 
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commercial policies for state agency property, aircraft, 
and other risk coverage. Costs are allocated to agencies 
based on actual loss experience and inherent exposure. 


Warrant Writing Fees 


DofA provides warrant writing and direct deposit 
services for agency financial transactions. The costs of 
these services are allocated to agencies based on 
utilization of the various types of financial transactions. 


Payroll Service Fees 


The State Payroll program in DofA prepares and 
distributes payroll for all state agencies and operates the 
state payroll, personnel, and position control (PPP) 
system. Costs of these services are allocated to agencies 
based on the number of paychecks issued for each agency 
each year. 


MTPRRIME Operations Bureau 


In the 2001 biennium, new state management systems 
will be in place as a result of MTPRRIME. This unit will 
provide all operational support for the new systems. 
Costs are allocated based 60 percent on the number of 
fiscal 1998 transactions and 40 percent on full-time 
equivalent employees. 


Data Network Services 


The Information Services Division (ISD) of DofA 
charges agencies for the technology network that allows 
agency personal computers to be attached to the state 
mainframe and, via the mainframe, to other agency 
computers. Costs of this service are allocated to agencies 
based on the projected number of personal computers 
connected to the network each year, utilizing the fixed 
monthly rate per computer to determine the overall 
agency charge. 


Messenger Service 


The Mail and Distribution program in DofA charges state 
agencies for inter-agency mail pick-up and delivery 
services. Costs of these services are allocated to agencies 
based on the volume of mail generated by, and number of 
daily deliveries to, each agency. 
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Rent 


The General Services Division (GSD) of DofA charges 
rent to state agencies for costs of maintaining office and 
warehouse space in buildings GSD manages in the capitol 
complex (including utility costs, security, janitorial 
services, mechanical maintenance, and minor maintenance 
such as painting, lighting, carpeting, etc.). Warehouse 
costs are allocated to agencies based on the amount of 
square footage of warehouse space occupied and a fixed 
rate per square foot. 


Audit Fees 


The Legislative Audit Division charges agencies for costs 
of financial compliance audits. These charges are 
included in agency budgets as biennial appropriations and 
allocated according to the estimated number of billable 
hours for each agency audit. 


Capitol Complex Grounds Maintenance 


The Parks Division of Fish, Wildlife and Parks charges 
state agencies for grounds maintenance and snow removal 
at capitol complex buildings. Costs of these services are 
allocated based on the square footage of office space 
occupied by each agency. 


MTPRRIME Debt Service 


MTPRRIME costs were funded through general obligation 
bonds. The costs of repaying those bonds are allocated to 
agencies as a fixed cost. Costs were allocated based upon 
the same method used for the MTPRRIME Operations 
Unit. 


State Fund Cost Allocation Plan (SFCAP) 


DofA administers the SFCAP, which charges non-general 
fund agencies and/or programs for operating costs of state 
government that cannot easily be identified with particular 
funding sources. These collections are deposited to the 
general fund to offset a portion of those programs’ costs. 


Operating costs of the State Personnel and the Accounting 
and Management Support Divisions of DofA and the 
Office of Budget and Program Planning (OBPP) in the 
Governor’s Office are partially recovered through SFCAP 
collections. Costs are allocated to agencies based on the 
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following: a) State Personnel - the number of FTE 
appropriated and classified, and the number of negotiated 
labor contracts; b) Accounting and Management Support 
- the number of SBAS and cash transactions, and actual 
expenditures; and c) OBPP - the number of FTE and 
budgeted fund expenditures. 





When compared with total spending in fiscal 1998, net 


inflation in expenditures by all agencies will range | 
between 0.02 percent in fiscal 2000 to 0.01 percent in | 
fiscal 2001, because the number and size of the | 


expenditure items to which inflation is applied are small. 











For state agencies, excluding the university system, | 


expenditures on items for which rates increase nearly | 
Inflation/Deflation Factors offset expenditures on items for which rates decrease. 
Expenditures which increase due to higher rates include 
postage and mailing, telephone equipment, and motor pool 
items. Expenditures for these items increase by $1.5 
million in fiscal 2000 and by $1.3 million in fiscal 2001 
because of inflation. Expenditures which fall due to lower _ 
rates include computer processing and SBAS on-line 
entry. Expenditures for these items will fall by $1.2 
million in fiscal 2000 and by $1.1 million in fiscal 2001. 
The net change in all expenditures due _ to 
inflation/deflation will be a little more than $0.2 million in 
fiscal 2000 and around $0.15 million in fiscal 2001. 


The 2001 biennium appropriations do not include a 
general inflation factor for all operating expenses, but 
instead applies inflation (deflation) to specific 
expenditure items. 


Table 2 shows the executive inflation/deflation factors 
and the categories to which they are applied in the 2001 
biennium. The list of categories subject to an 
inflation/deflation factor is much smaller than in past 
years, which included energy-related items, food-related, 
and medical-related items. The items listed in the Table 
2 are proprietary rate items. 


Table 2 
Inflation/Deflation Factors 


Dollar Change in Expenditures. Due to Inflation/Deflation 
University System 


Expenditure Percent Change in Rates State Agencies All Agencies 


Object Name of Expenditure 


-1,133,623 -1,014,311 
-74,549 -74,549 
189,831 189,831 
219,809 219,809 62,994 282,803 
717,880 556,509 27,374 753,193 
193,494 150,012 0 193,494 


$1,321,014 $1,116,161 $144,524 $136,585 $1,465,538 $1,252,746 
-$1,208,172 -$1,088,860  -$19,193  -$18,563 -$1,227,365 -$1,107,423 


$112,842 $27,301 125,331 $118,022 $238.173 $145,323 


-5,349 -$1,139,602 -$1,019,660 
-13,214 -87,763 
46,217 236,048 


2172 Computer Processing/DoA -19.0% -17.0% 
2194 SBAS On-Line Entry & Edit 0.0% 0.0% 
2304 Postage and Mailing 4.5% 4.5% 
2370 Telephone Equip/DoA 15.7% 15.7% 
2404 |n-state Motor Pool 34.7% 26.9% 
2510 Motor Pool Leased Vehicles 34.7% 26.9% 


Total for Inflated Factors 
Total for Deflated Factors 


Total Inflation/Deflation 
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Net inflation for the university system exceeds net 
inflation for all other state agencies. This is because 
university system expenditures on mainframe computing 
costs are not extensive enough to offset increases in 
postage and mailing, telephone, and motor pool 
expenditures. 


Computer Processing — ISD 


Computer processing (rates for printing are increased by 
10 percent at the beginning of the biennium) rates 
charged by ISD will continue to decline during the 2001 
biennium. Mainframe computer processing costs are 
reduced by 19 percent below fiscal 1998 rates in fiscal 
2000 and by 17 percent below fiscal 1998 rates in fiscal 
2001. ISD expects utilization rates to remain constant. 
However, equipment purchases during the 2001 
biennium are expected to be much less than during the 
1999 biennium. 


SBAS On-Line Entry and Edit 


On July 1, 1999, the state will convert to the MT 
PRRIME accounting system. Expenditures associated 
with SBAS will disappear. Similar expenditures under 
MT PRRIME will be billed as fixed costs during the 
2001 biennium. 


Telephone Equipment — Department of Administration 


ISD plans to increase rates charged to state agencies for 
services in two areas: monthly telephone charges and 
video. 


Monthly telephone charges to agencies increase by $0.50 
per basic telephone to $10 per month and by $1.50 per 
enhanced telephone to $15 per month. ISD plans to 
upgrade the state’s telephone management system to 
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provide better directory services, long distance call 
accounting, work order management, and switch 
inventory. The current telephone management system has 
been in place since 1987. The upgraded system will have 
the ability to take advantage of advances in 
telemanagement software that has been developed in the 
past ten years. 


Postage and Mailing 


Central mail rates increase by 4.5 percent in fiscal 2000 
and then remain constant in fiscal 2001. The main reason 
for the increase 1s the increase in U.S. Postal Service mail 
delivery rates from $0.32 per single letter to $0.33, which 
became effective January 10, 1999. In addition, United 
States Postal Service rates increased for various categories 
of barcoded mail, priority mail, and special services. 


Travel 


The State Motor Pool rates increased by an average of 
34.7 percent in fiscal 2000 and then reduce rates slightly 
in fiscal 2001. Over the last three years, the state has been 
converting to a statewide motor pool concept in which 
vehicles are leased to agencies. Under the previous 
practice, agencies purchased and maintained their own 
vehicles. The transition to a statewide motor pool will 
continue in the 2001 biennium and will require the 
Department of Transportation to increase its fleet of 
vehicles, which in turn will increase the amount of fleet 
debt service built into lease rates. The amount of new debt 
the department will incur in fiscal 2001 will be less than 
the amount in fiscal 2000. Because some existing debt 
will be paid off, rates in fiscal 2001 will be reduced. The 
motor pool expects to increase the number of vehicles to 
744, compared to 197 when the program began in fiscal 
1996: 
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GENERAL GOVERNMENT 
AND 
TRANSPORTATION 


Section A 





JOINT SUBCOMMITTEES OF HOUSE APPROPRIATIONS 
AND SENATE FINANCE AND CLAIMS COMMITTEES 


Legislative Branch 
Legislative Audit Division 
Legislative Fiscal Division 
Legislative Services Division 


Consumer Counsel 
Judiciary 
Montana Chiropractic Legal Panel 


Governor’s Office 


House 
Representative Lila Taylor (Chair) 


Representative Ray Peck 


Representative Joe Quilici 


Secretary of State 
Commissioner of Political Practices 


State Auditor 
Transportation 


Revenue 


Administration 


Appellate Defender Commission 


Senate 
Senator Mike Taylor (Vice-Chair) 


Senator Eve Franklin 


Senator Ken Mesaros 


anaene---5---- Fiscal Division Staff-------------- 


Skip Culver 
Jim Turner 
Greg DeWitt 








LEGISLATIVE BRANCH 


Agency Proposed Budget 


Base 
Budget 


Budget Item Fiscal 1998 


PIE 120.27 
5,393,785 
2,270,536 

12,284 


Personal Services 
Operating Expenses 
Equipment 
Total Costs $7,676,605 
5,626,964 
2,049,641 
0 


Total Funds $7,676,605 


PL Base 
Adjustment 
Fiscal 2000 


.00 
561,392 
651,862 

37,716 
$1,250,970 
1,039,930 
211,040 

0 


$1,250,970 


New 
Proposals 
Fiscal 2000 


142,568 
225,630 
0 


$368,198 
365,121 
3,077 

0 


$368,198 


Total 
Leg. Budget 
Fiscal 2000 


PVA) 
6,097,745 
3,148,028 

50,000 

$9,295,773 
7,032,015 
2,263,758 
0 


$9,295,773 


PL Base 
Adjustment 
Fiscal 2001 


.00 
562,349 
(265,863) 
37,716 
$334,202 
724,143 
(389,941) 
0 


$334,202 


New 
Proposals 
Fiscal 2001 


3.00 


127,573 
7,079 


0 


$134,652 


131,575 
3,077 


0 


$134,652 


Total 
Leg. Budget 
Fiscal 2001 


127.47 
6,083,707 
2,011,752 

50,000 

$8,145,459 
6,482,682 
1,662,777 
0 


$8,145,459 


SUMMARY 


Total 
Leg. Budget 
Fiscal 00-01 





Agency Description 

The Legislative Branch consists of the legislature and its staff divisions (except the Consumer Counsel) as provided in 
section 5-2-503, MCA. The principal entities of the agency are the Senate and the House of Representatives, the 
Legislative Services Division, the Legislative Fiscal Division, and the Legislative Audit Division. 


Summary of Legislative Action 

The legislature adopted a budget for the three legislative staff divisions that provided new funding to: 1) add 3.00 FTE to 
address workload and compensatory time issues; 2) provide for partial funding for biennial dues in the Council of State 
Governments; 3) support the efforts of the Districting and Apportionment Commission; and 4) fund interim studies by the 
Legislative Finance Committee (LFC). HB 2 directs the LFC to conduct an interim study of state information technology. 


Funding was also added to implement SB 11 that revised the interim committee structure and process. Offsetting 
adjustments were approved for the Legislative Committees and Activities Program and the Legislative Fiscal Division 
with the net effect being an increase of nearly $122,000 general fund and a reduction of nearly $21,000 state special 
revenue. Table 1 summarizes the adjustments approved to implement SB 11. 


Table 1 
Senate Bill 11 - Interim Legislative Committees Restructuring 
Legislative Branch Combined Funding 


2001 Biennium 
State Special 
Revenue 


2001 Biennium 
Total Funds 


2001 Biennium 
General Fund 


Decision 
Package Description 


Legislative Committees and Activities Program: 
NP 2105 Transition Advisory Committee 

NP 2106 Committee on State Mgmt Systems 
NP 2107 Legislative Interim Restructuring 


$200,000 $200,000 
(20,540) 0 
(200,000) (104,276) 


Fiscal Analysis and Review: 


PL 2704 Post-Secondary Education Committee NSA 


Legislative Branch Combined Funding 


($20,540) 


$101,295 





LEGISLATIVE BRANCH SUMMARY 


LEGISLATIVE BRANCH SUMMARY 


Other Legislation 

Various - Study Resolutions and Interim Studies - Several bills containing study resolutions or specific interim studies 
were passed by the legislature. These studies along with the study of state information technology included in HB 2 are 
prioritized by the legislature in view of staffing and funding limitations. Therefore, not all studies will be conducted. The 
following summarizes the bills and resolutions, except HB 2, that request an interim study: 


Resolutions 


Senate Joint Resolution 9 - SJR 9 requests an interim study of the state's laws and procedures that govern the 
development, administration, and enforcement of contracts with private sector vendors to complete 
government projects or deliver government services. 

Senate Joint Resolution 14 - SJR 14 requests an interim study of sentencing statutes, sentencing data 
information collection and management, and issues related to sentencing. 

Senate Joint Resolution 15 - SJR 15 requests an interim study of the current level of benefits paid to injured 
workers under the workers' compensation act and the frequency of indemnity claims under the workers' 
compensation act. 

Senate Joint Resolution 16 - SJR 16 requests an interim study of the administration and funding of the 
Montana university system. 

Senate Joint Resolution 18 - SJR 18 requests an interim study of the Montana Environmental Policy Act. 
Senate Joint Resolution 21 - SJR 21 requests an interim study of options that could be implemented by local 
governments to provide incentives for cluster development and preservation of agricultural land or open 
space. 

House Joint Resolution 3 - HJR 3 requests an interim study of the need for and utility of tax and other types of 
financial incentives to encourage voluntary cleanup and redevelopment of contaminated properties within 
Montana. 

House Joint Resolution 12 - HJR 12 requests an interim study of a proposal to create a state commission on 
Indian affairs. 

House Joint Resolution 18 - HJR 18 requests an interim study of the possibility of broadcasting the 
deliberations of the Montana legislature. 

House Joint Resolution 29 - HJR 29 requests an interim study of laws affecting local governments and local 
officials. 

House Joint Resolution 33 - HJR 33 requests an interim study of funding and management of wildlife 
resources. 

House Joint Resolution 34 - HJR 34 requests an interim study of eminent domain laws and use. 

House Joint Resolution 35 - HJR 35 requests that the Legislative Finance Committee study and oversee the 
privatization of managed mental health care. 

House Joint Resolution 37 - HJR 37 requests an interim study of women's prison issues. 

House Joint Resolution 38 - HJR 38 requests an interim study of salaries for probation officers. 


Interim Studies (by specific legislation) 


Senate Bill 454 - SB 454 establishes an interim study of providing state payments in lieu of taxes to local 
governments for grazing, agricultural, and forest activities that are self-supporting or that compete with 
private enterprise. 

Senate Bill 482 - SB 482 establishes an interim study of mortgage lending and the advisability of requiring 
licensure for mortgage lenders. 

House Bill 79 - HB 79 establishes interim monitoring of the implementation of offering a defined contribution 
option to the public employee retirement system and to examine the costs of offering public retiree health care 
insurance and disability benefits for public employees. 

House Bill 339 - HB 339 establishes an interim study of the necessity of redistricting the state's judicial 
districts and provides for the preparation of proposed redistricting legislation if the study committee 
determines that redistricting is necessary. 
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e House Bill 404 - HB 404 continues the interim study of utility restructuring that was established by SB 390 
and SB 395 of the 1997 legislature. 

e House Bill 458 - HB 458 establishes an interim study of streamside corridors and riparian areas. 

e House Bill 515 - HB 515 establishes an interim study of the effects of competition by state political 
subdivisions with the private sector. 

e House Bill 566 - HB 566 establishes an interim study of methods for state law alternative method of 
complying with national instant criminal background check system requirements prior to transfer of a firearm. 


The Legislative Council voted at its May meeting to assign all interim studies to committees except for the SB 482 and 
HB 566 studies. 


Agency Budget Comparison 
Base Executive Legislative Leg — Exec. Executive Legislative Leg — Exec. Biennium 
Budget Budget Budget Difference Budget Budget Difference Difference 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


ibe ; 120.27 12227 128217, 126.47 127.47 


Personal Services 5,393,785 6,051,102 6,097,745 46,643 6,042,374 6,083,707 41,333 
Operating Expenses 2,270,536 3,151,147 3,148,028 (3,119) 2,026,497 2,011,752 (14,745) 
0 


Equipment 12,284 50,000 50,000 0 50,000 50,000 
Total Costs $7,676,605 $9,252,249 $9,295,773 $43,524 $8,118,871 $8,145,459 $26,588 
General Fund 5,626,964 6,988,491 7,032,015 43,524 6,456,094 6,482,682 26,588 


2,049,641 2,263,758 2,263,758 0 1,662,777 1,662,777 0 
0 0 0 0 0 0 0 





Total Funds $7,676,605 $9,252,249 $9,295,773 $43,524 $8,118,871 $8,145,459 $26,588 


Executive Budget Comparison 

The legislative budget reflects an increase of just over $70,000 general fund over the Legislative Branch request. This 
difference is attributed to four factors: 1) the Legislative Audit Division withdrew a request for $25,000 to conduct an 
independent electronic data processing security audit of the branch computer systems; 2) funding to add 1.00 FTE in each 
year at a cost of $85,726 for the biennium was added to the Legislative Service Division; 3) fixed costs rate reductions 
totaled $25,614; and 4) $35,000 was added to fund interim studies to be conducted by the Legislative Finance Committee. 
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Program Proposed Budget 
Total 


Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2000 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


Base 
Budget 
Fiscal 1998 


Budget Item 


PRE 48.50 .00 1.00 49.50 .00 54.67 


252,428 
(167,560) 
37,716 


2,463,542 
1,663,273 
50,000 


2,169,781 
1,830,833 
12,284 


178,079 41,643 
385,174 2,750 
37,716 0 


2,389,503 
2,218,757 
50,000 


Personal Services 
Operating Expenses 
Equipment 


Total Costs $4,012,898 $600,969 $44,393 $4,658,260 $122,584 $41,333 $4,176,815 


661,296 41,333 
(538,712) 0 


35/355 19 
441,236 


3,032,950 
979,948 


589,100 44,393 
11,869 0 


3,666,443 
991,817 


Total Funds $4,012,898 $600,969 $44,393 $4,658,260 $122,584 $41,333 $4,176,815 $8,835,075 





Program Description 

The Legislative Services Division provides research, reference, legal, technical, information technology, and 
administrative support services to the House, Senate, and other divisions of the Legislative Branch. Division services 
include: 1) bill and amendment drafting, preparation of bills for introduction, and engrossing and enrolling bills; 2) 
publication of legislative documents of record; 3) provision of legislative research and reference services; legal 
counseling on legislative matters and agency legal support; 4) agency management and business services; 5) planning, 
installation and maintenance of the agency computer network and applications; 6) legislative committee staffing and 
support; 7) preparation, publication and distribution of the Montana Code Annotated text and annotations; 8) review of 
the text of proposed ballot measures; and 9) provision of legislative information to the public. The Legislative Council 
provides policy guidance to the Legislative Services Division. 


Funding 

The program is funded by general fund except for state special revenue appropriations that support costs associated with 
publication of the Montana Code Annotated text, annotations, and other publications. For the 2001 biennium, general 
fund provides 84 percent of the division's funding, at $7.4 million, while state special revenue provides 16 percent, at $1.4 
million. 


Present Law Adjustments 
Fiscal 2000 
General 
Fund 


Fiscal 2000 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
ne 


Fiscal 2001 


Present Law Description FTE 


Statewide Present Law 


Personal Services 178,079 218,190 





Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 


Present Law Adjustments 


Cyclical Legislative Session Costs 
Cyclical Montana Codes Production 
Legis Branch Computer Systems Plan 
Services Division Operations 

Fixed Cost Reductions 


Total PL Adjustments 


Present Law Adjustments Total 


Present Law Adjustments 


0 

0 
278,236 
6,199 
(10,869) 


$273,566 


(12,023) 
109,010 


$275,066 


0 
52,337 
278,236 
6,199 
(10,869) 


$325,903 


$600,969 





(10,621)} 
206,769) 


$414,338) 


t 
62,119 62,119 
0 (339,934) | 
(7,439) (7,439) | 
8,245 8,245 ‘ 
(14,745) (14,745) 


$48,180 ($291,754) 


$122,584 


The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in | 


the table correspond to the narrative descriptions. 
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LEGISLATIVE BRANCH 20-LEGISLATIVE SERVICES 


DP 2001 - Cyclical Legislative Session Costs - The legislature increased general fund by $62,119 in fiscal 2001 over the 
base year for cyclical costs associated with support of the 2001 legislative session. The cyclical work of the division 
includes increases for staff overtime pay, temporary service staffing of the bill status portion of the Laws system, 
photocopy pool costs, microfilm service costs, and office supplies. Decreases are for printing and postage. 


DP_ 2002 - Cyclical Montana Codes Production - The legislature reduced state special revenue by $287,597 for the 
biennium to adjust for cyclical expenditure patterns associated with the production and publication of the Montana Codes 
Annotated and the Annotations to the Montana Codes. 


DP 2003 - Legis Branch Computer Systems Plan - The legislature increased general fund by $270,797 for the biennium 
for costs associated with adoption of the Legislative Branch Computer System Plan. 


DP 2004 - Services Division Operations - The legislature increased general fund by $14,444 for the biennium for division 
operating costs. A portion of the increase is related to the anticipated leasing of a vehicle from the State Motor Pool to 
provide access to the Capitol complex when division offices will be displaced from the capitol building during renovation. 


DP 2007 - Fixed Cost Reductions - The legislature reduced general fund by $25,614 to adjust fixed costs for rate 
reductions that had statewide impacts. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FIE Fund Funds FTE Fund Funds 


2005 Personal Subcommittee Directive ; 44,393 44,393 ; 41,333 41,333 





Total New Proposals ; $44,393 $44,393 ; $41,333 $41,333 


New Proposals 
DP 2005 - Personal Subcommittee Directive - The legislature added 1.00 FTE for each year and increased general fund by 
$85,726 for the biennium to address workload increases. 
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Program Proposed Budget 


Base PL Base 
Budget 


Budget Item Fiscal 1998 


FTE 97, 


32,360 
167,677 


Personal Services 
Operating Expenses 
Total Costs $200,037 
184,070 


15,967 
0 


General Fund 
State/Other Special 
Proprietary 


Total Funds $200,037 


Program Description 


Adjustment 
Fiscal 2000 


.00 


18,583 
196,283 


$214,866 
230,833 
(15,967) 
0 


$214,866 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


.00 Sil 


17,642 
194,206 


68,585 
558,166 
$211,848 $626,751 


211,848 626,751 
0 0 
0 0 


$211,848 $626,751 





21-LEGIS. COMMITTEES & ACTIVITIES 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2001 


.00 


(32,360) 
(167,677) 


($200,037) 
(184,070) 
(15,967) 

0 


($200,037) 


The Legislative Committees and Activities Program processes and monitors the expenditures of various legislative 
committees and activities, particularly those conducted during the interim between legislative sessions. Services include: 
1) limited support of interim studies activities established under 5-5-202 through 5-5-217, MCA; 2) support of interstate 
cooperation activities of the legislature; and 3) support of other legislative activities for which appropriations are made. 


Funding 


The program is funded entirely by general fund. Funding is biennial since the interim work pattern of the legislature is 


better reflected through biennial appropriation. 


Present Law Adjustments 


Present Law Description 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


Interim Committees & Activities Prg 


Total PL Adjustments 


Present Law Adjustments Total 


Present Law Adjustments 


The table above shows the changes made by the legislature. to the adjusted base budget. 


Fiscal 2000 


Fiscal 2000 
General 


FTE Fund 


162,687 


$162,687 





Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
Total 
Funds 


Fiscal 2001 
FTE 


51,726 
453 
0 


(32,360) 
382 
0 


$52,179 ($31,978) 


162,687 (168,059) (168,059) 


$162,687 ($168,059) ($168,059) 


$214,866 ($200,037) 


Statewide adjustments are 


standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments 1 in 
the table correspond to the narrative descriptions. 


DP 2101 - Interim Committees & Activities Prg - The legislature reduced general fund by a net $5,372 for the biennium 
for activities of temporary and permanent statutory committees, interim joint subcommittees, and interstate organizational 


participation. 
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LEGISLATIVE BRANCH 21-LEGIS. COMMITTEES & ACTIVITIES 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


Council of State Governments : 45,268 45,268 
Districting & Apportion. Commission i 50,316 50,316 
Transition Advisory Committee : 0 200,000 
Committee on State Mgmt Systems j 20,540 20,540 
Legislative Interim Restructuring : 95,724 (104,276) 





Total New Proposals ! $211,848 $211,848 


New Proposals 
DP._2102 - Council of State Governments - The legislature increased general fund by $45,268 for the biennium to provide 
partial funding for the biennial dues in the Council of State Governments. 


DP 2104 - Districting & Apportion. Commission - The legislature approved a one-time-only biennial appropriation that 
increased general fund by $50,316 for the biennium to support the efforts of the Districting and Apportionment 
Commission. 


DP_2105 - Transition Advisory Committee - The legislature, via SB 11, approved restructuring the interim legislative 
committees. The legislature increased state special revenue by $200,000 for the biennium to fund the Transition Advisory 
Committee on electric utility industry restructuring. This funding was combined with offsetting adjustments contained in 
decision packages associated with restructuring of interim legislative committees (new proposals 2105, 2106, and 2107 in 
the Legislative Committees and Activities Program and new proposal 2706 in the Legislative Fiscal Division). The 
combined effect was a $200,000 increase of general fund to fund the Transition Advisory Committee. 


DP 2106 - Committee on State Mgmt Systems - The legislature, via SB 11, approved restructuring the interim legislative 
committees. The legislature increased general fund by $20,540 for the biennium to fund the Committee on State 
Management Systems. This funding was approved through a combination of offsetting adjustments contained in decision 
packages associated with restructuring of interim legislative committees (new proposals 2105, 2106, and 2107 in the 
Legislative Committees and Activities Program and new proposal 2706 in the Legislative Fiscal Division). The 
Committee on State Management Systems was eliminated as a part of the reorganization with funding transferred to the 
reorganized committee structure. 


DP 2107 - Legislative Interim Restructuring - The legislature, via SB 11, approved restructuring the interim legislative 
committees. Funding for the operation of the interim committees was approved through a combination of offsetting 
adjustments contained in decision packages associated with restructuring of interim legislative committees (new proposals 
2105, 2106, and 2107 in the Legislative Committees and Activities Program and new proposal 2706 in the Legislative 
Fiscal Division). 
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LEGISLATIVE BRANCH 27-FISCAL ANALYSIS & REVIEW : 


Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 


Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FIE 15.80 .00 2.00 17.80 .00 2.00 * 17.80 


Personal Services 818,333 63,687 83,283 965,303 54,456 86,240 959,029 
Operating Expenses 53,437 9,440 21,595 84,472 21,425 0 74,862 
0 


Equipment 0 0 0 0 0 0 


Total Costs $871,770 $73,127 $104,878 $1,049,775 $75,881 $86,240 $1,033,891 


General Fund 871,770 TEVA 104,878 1,049,775 75,881 86,240 1,033,891 
State/Other Special 0 0 0 0 0 0 0 


Total Funds $871,770 $73,127 $104,878 $1,049,775 $75,881 $86,240 $1,033,891 





Program Description 

The Legislative Fiscal Division provides the legislature with objective fiscal information and analysis relevant to Montana | 
public policy and budget determination. Division services include: : 1) fiscal analysis of state government and the 
furnishing of information bearing upon the financial matters of the state; 2) identification of ways to effect economy and | 
efficiency in state government; 3) estimation of revenue and analysis of tax policy; 4) analysis of the executive budget; 
5) compiling and analyzing fiscal information for legislators and legislative committees; and 6) staffing and support for © 
legislative committees, including the preparation and processing of the General Appropriations Act. The Legislative | 
Finance Committee provides policy guidance to the Legislative Fiscal Division. 


Funding 
The program is funded entirely by general fund. 








Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 

Fiscal 2000 General Total Fiscal 2001 General Total 

FTE Fund Funds FTE Fund Funds 
















Present Law Description 








Statewide Present Law 







Personal Services 46,198 — ; 42,004 
Inflation/Deflation (991) (824) 










Total Statewide Adjustments $45,207 $41,180 






Present Law Adjustments 





Cyclical Legislative Session Costs .00 0 0 .00 40,155 40,155 
2702 Legislative Request Work .00 5,000 5,000 .00 0 0 
2703 Legislative Finance Committee .00 8,884 8,884 .00 3,011 3,011 
2704 Post-Secondary Education Committee .00 14,036 14,036 .00 (8,465) (8,465) 







Total PL Adjustments .00 $27,920 $27,920 .00 $34,701 $34,701 








Present Law Adjustments Total $73,127 $75,881 






Present Law Adjustments ! 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 


standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 2701 - Cyclical Legislative Session Costs - The legislature increased general fund by $40,155 for the biennium for 
costs that are not included in the base due to the cyclical expenditure pattern when the division supports the legislative 


session. The increase is for costs associated with printing, support staff overtime, temporary secretarial services, and © 


supplies for support of the 2001 legislative session. Substantial printing increases are related to the Budget Analysis 
report, session publications, budget summary pamphlets, and post-session reports. 


RESIST RANGE A-8 FISCAL ANALYSIS & REVIEW 


LEGISLATIVE BRANCH 27-FISCAL ANALYSIS & REVIEW 


DP 2702 - Legislative Request Work - The legislature approved a biennial appropriation that increased general fund by 
$5,000 for the biennium for data processing charges associated with legislative requests for complex issues such as tax 
models. 


DP 2703 - Legislative Finance Committee - The legislature increased general fund by $11,895 for the biennium for 
support of the Legislative Finance Committee (LFC) interim meetings and projects. 


DP_2704 - Post-Secondary Education Committee - The legislature, via SB 11, approved restructuring the interim 
legislative committees. This funding is for the Post-Secondary Education Committee, which is then transferred through a 
combination of offsetting adjustments contained in decision packages associated with restructuring of interim legislative 
committees (new proposals 2105, 2106, and 2107 in the Legislative Committees and Activities Program and new proposal 
2706 in the Legislative Fiscal Division). 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds PDE Fund Funds 


2705 Personnel Subcommittee Directive : 92,388 92,388 
2706 _ Legislative Interim Restructuring : (22,510) (22,510) 
2707 LEC Interim Studies ‘ 35,000 35,000 





Total New Proposals : $104,878 $104,878 


New Proposals 

DP 2705 - Personnel Subcommittee Directive - The legislature added 2.00 FTE for each year and increased general fund 
by nearly $179,000 for the biennium to implement a recommendation of the Branch Personnel Subcommittee that was 
approved by the Legislative Council, Legislative Finance Committee, and Legislative Audit Committee. The staff was 
added to help reduce excess compensatory time hours of division staff that are accumulated while preparing for and 
supporting the legislature during the session. 


DP 2706 - Legislative Interim Restructuring - The legislature, via SB 11, approved restructuring the interim legislative 
committees. Funding for the new interim committee structure was approved through a combination of offsetting 
adjustments contained in decision packages associated with restructuring of interim legislative committees (new proposals 
2105, 2106, and 2107 in the Legislative Committees and Activities Program and new proposal 2706 in the Legislative | 
Fiscal Division). This proposal eliminates dedicated funding for the Post-Secondary Education Policy and Budget 
(PEPB) Committee. The duties of the PEPB were transferred to the Education Committee. 


DP 2707 - LFC Interim Studies - The legislature increased general fund for interim studies of the Legislative Finance 
Committee (LFC). This includes funding for the HJ 35 study of Mental Health Managed Care, the study of information 
technology management in HB 2, and other interim subcommittees/studies assigned to or undertaken by the LFC. The 
legislature designated this as a restricted, biennial, one-time-only appropriation. 
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Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


PIE 55.00 .00 .00 55.00 .00 .00 55.00 


Personal Services 2,373,301 301,043 0 2,674,354 287,825 0 2,661,136 
Operating Expenses 218,589 60,965 7,079 286,633 47,949 7,079 273,617 
Equipment 0 0 0 0 0 0 0 
Total Costs $2,591,900 $362,008 $7,079 $2,960,987 $335,774 $7,079 $2,934,753 


General Fund 1,538,174 146,870 4,002 1,689,046 171,036 4,002 1,713,212 
State/Other Special 1,053,726 215,138 3,077 1,271,941 164,738 3,077 1,221,541 


Total Funds $2,591,900 $362,008 $7,079 $2,960,987 $335,774 $7,079 $2,934,753 





Program Description 
The Legislative Audit Division conducts independent audits and provides factual and objective information to the 


legislative and executive managers of the public trust. Division services include: 1) conducting and reporting of biennial 
financial-compliance audits, performance audits, information systems audits, and special audits of state agency 
operations; 2) reporting of violation of penal statutes, instances of misfeasance, malfeasance, or nonfeasance, and 
shortages discovered in an audit that are covered by surety; 3) auditing records of entities under contract with the state; 
and 4) assisting the legislature, its committees, and its members by providing information related to the fiscal affairs of 
state government. The Legislative Audit Committee provides policy guidance to the Legislative Audit Division. 


Funding 

The program is funded by a combination of general fund and special revenue appropriations. Special revenue is derived 
through the assessment of federally approved hourly rate charges to agencies for audit services. For the 2001 biennium, 
general fund provides 58 percent of the division's funding, at $3.4 million, and state special revenue provides 42 percent, 


at $2.5 million. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 


Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 


Personal Services 294,090 280,803 
Inflation/Deflation 1,099 678 
Fixed Costs (60) 204 


Total Statewide Adjustments $295,129 $281,685 


Present Law Adjustments 

Cyclical Independent Audit Costs : 1,300 1,300 : (4,072) 

Acquired Audit Services : 32,085 45,215 . 175528 

Audit Division Operations , 6,938 ipea7p : 7,584 

Legislative Audit Committee ‘ 8,093 8,093 : 8,162 
Total PL Adjustments ‘ $48,416 $66,879 : $29,202 


Present Law Adjustments Total $362,008 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 2801 - Cyclical Independent Audit Costs - The legislature reduced general fund by $2,772 and increased state special 
revenue by $6,372 for the biennium for costs associated with an independent biennial audit of the Legislative Branch and 
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Legislative Audit Division and a biennial peer review required by Government Auditing Standards. 


DP_2802 - Acquired Audit Services - The legislature increased general fund by $49,613 and increased state special 
revenue by $25,817 for the biennium for costs associated with: 1) hiring actuarial expertise regarding the audit of the 
state's retirement systems; 2) hiring a consultant to complete a disaster recovery plan for the Legislative Branch; and 3) 
continuing the Memo of Understanding between the Department of Justice and Legislative Audit Division. The memo of 
understanding defines the responsibilities of each office with respect to investigation and prosecution of criminal matters. 


DP 2804 - Audit Division Operations - The legislature increased general fund by $14,522 and increased state special 
revenue by $11,161 for the biennium for: 1) travel costs associated with an annual electronic data processing audit of the 
SCT/Banner system at the universities; 2) costs to maintain existing subscriptions for various periodicals and professional 
publications at their anticipated costs; and 3) costs to implement the division training plan for each employee to ensure 
compliance with Government Auditing Standards. 


DP 2806 - Legislative Audit Committee - The legislature increased general fund by $16,255 for the biennium for the 
Legislative Audit Committee to hold one more meeting than is reflected in the base year expenditures. 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds ETE Fund Funds 


GASB Annual Assessment 





Total New Proposals 


New Proposals 

DP _ 2805 - GASB Annual Assessment - The legislature increased general fund by $8,004 and increased state special 
revenue by $6,154 for the biennium for an annual assessment for Governmental Accounting Standards Board research, 
technical bulletins, pronouncements, statements, guides to implementation, and exposure drafts. 
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CONSUMER COUNSEL 1-ADMINISTRATION PROGRAM 
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Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 5.03 .00 i 5.03 .00 : ~ 5.03 
Personal Services 321,214 19,250 340,464 19,380 340,594 
Operating Expenses 619,795 106,932 726,727 119,904 739,699 
Equipment 8,856 (8,856) 0 (8,856) : 0 

Total Costs $949,865 $117,326 $1,067,191 $130,428 $1,080,293 


State/Other Special 949,865 117,326 1,067,191 130,428 1,080,293 





Total Funds $949,865 $117,326 $1,067,191 $130,428 $1,080,293 


Agency Description . 

The Office of the Consumer Counsel was created by Article XIII, Section 2 of the 1972 Montana Constitution. The office 
is governed by Title 5, Chapter 15, MCA, and Title 69, Chapters 1 and 2, MCA. The consumer counsel is charged with 
the duty of representing consumer interests in hearings before the Public Service Commission or any other successor 
agency. The agency also may initiate, intervene in, or otherwise participate in appropriate proceedings in the state and 
federal courts and proceedings before federal administrative agencies on behalf of the public of Montana. 


Summary of Legislative Action 

All proposed present law adjustments requested by the counsel were approved by the legislature. However, the statewide 
impacts of reductions to fixed cost rates resulted in a $420 reduction to the counsel's request. Adjustments included a 
$100,000 contingency per year for costs associated with unanticipated caseload and for other adjustments associated with 
the operation of the office. 


Agency Budget Comparison 
Base Executive Legislative Leg — Exec. Executive Legislative Leg — Exec. Biennium 
Budget Budget Budget Difference Budget Budget Difference Difference 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 5.03 5.03 5.03 5.03 5.03 


Personal Services 321,214 340,464 340,464 0 340,594 340,594 


0 
Operating Expenses 619,795 726,937 726,727 (210) 739,909 739,699 (210) 
Equipment 8,856 0 0 0 0 0 0 


Total Costs $949,865 $1,067,401 $1,067,191 ($210) $1,080,503 $1,080,293 ($210) 


State/Other Special 949,865 1,067,401 1,067,191 (210) 1,080,503 1,080,293 (210) 





Total Funds $949,865 $1,067,401 $1,067,191 ($210) $1,080,503 $1,080,293 ($210) 


Executive Budget Comparison 
The legislature approved the agency budget as presented, except for a $420 budget reduction due to reductions made by 
the legislature to certain fixed cost rates. 


Funding 
The sole funding source for the Consumer Counsel is a constitutionally earmarked tax levied on all regulated entities 
under the jurisdiction of the Public Service Commission. This state special revenue is $2.15 million for the 2001 
biennium. 
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Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 

Personal Services 19,250 

Inflation/Deflation 886 

Fixed Costs 2,358 
Total Statewide Adjustments $22,494 


Present Law Adjustments 


Present Law Base Adjustments 4 95,042 
Fixed Cost Reductions ; (210) 


Total PL Adjustments ; $94,832 





Present Law Adjustments Total $117,326 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - Present Law Base Adjustments - The legislature increased state special revenue to establish a $100,000 
contingency each year of the biennium for costs associated with unanticipated workload and for other adjustments 
associated with the operations of the office. 


DP 2 - Fixed Cost Reductions - The legislature reduced state special revenue to adjust fixed costs for rate reductions that 
had statewide impacts. 
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JUDICIARY 


Agency Proposed Budget 


Budget Item 


FIE 


Personal Services 
Operating Expenses 
Equipment 

Grants 

Debt Service 


Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


94.25 


5,914,114 
1,293,566 
250,778 


0 
28,510 


$7,486,968 
6,923,648 
563,320 

0 


$7,486,968 


PL Base 
Adjustment 
Fiscal 2000 


.00 


1,057,117 
158,603 
0 

0 

0 


$1,215,720 
1,132,301 
83,419 

0 


$1,215,720 


New 
Proposals 
Fiscal 2000 


6.50 


379,053 
419,363 
0 
593,026 
0 


$1,391,442 
212,041 
995,676 
183,725 


$1,391,442 


Total 
Leg. Budget 
Fiscal 2000 


100.75 


7,350,284 
1,871,532 
250,778 
593,026 
28,510 


$10,094,130 
8,267,990 
1,642,415 
183,725 


$10,094,130 


PL Base 
Adjustment 
Fiscal 2001 


.00 


1,019,267 
130,386 
0 

0 

0 


$1,149,653 
1,082,975 
66,678 

0 


$1,149,653 


New 
Proposals 
Fiscal 2001 


8.00 


539,723 
423,051 
0 
593,026 
0 


$1,555,800 
376,399 
995,676 
183,725 


$1,555,800 


Total 
Leg. Budget 
Fiscal 2001 


"102.25 


7,473,104 
1,847,003 
250,778 
593,026 
28,510 


$10,192,421 
8,383,022 
1,625,674 
183,725 


$10,192,421 


SUMMARY 


Total 
Leg. Budget 
Fiscal 00-01 





$20,286,551 


Agency Description 

The judicial branch of state government is provided for in Article III, Section I, and Article VII of the 1972 Montana 
Constitution. The jurisdiction of the Supreme Court consists of all appellate and original jurisdiction in petitions for writs _ 
of habeas corpus and other such writs, general supervisory control over all courts, and rule making powers for Montana _ 
courts. The court also supervises the reimbursement to district courts of certain costs of criminal cases and administers 
the local citizen review board pilot program for foster care placements. 


Summary of Legislative Action 

The legislature approved increases to the 1998 base budget of the Judiciary of $5.3 million, of which $2.8 million was 
general fund. Significant increases include: 1) $2.0 million in present law adjustments for personal services, primarily to — 
continue the 1999 pay plan into the 2001 biennium; 2) $288,989 in present law adjustments to operations; 3) $410,500 | 
general fund and 2.5 FTE as the result of the enactment of SB 273, which created a new 22nd Judicial District and added 
an additional judge for the 11th and 20th Judicial Districts; 4) $367,450 in new federal funds to continue the court — 
assessment program and to expand the citizen review boards; 5) $2.0 in state special revenue and 5.0 FTE due to the 
passage of HB 41, which extended the surcharge in criminal, civil and probate proceedings to provide funding for the 
enhancement and development of electronic technology in the district courts and in the courts of limited jurisdiction; and 
6) $43,570 general fund to fund an additional 0.5 FTE for the Clerk of the Court's office. 


Other Legislation 
House Bill 41 - HB 41 extended the user surcharge for court information technology until June 30, 2003. This surcharge — 
was last extended by the 1995 legislature to June 30, 1999. This legislation requires that all courts of original jurisdiction _ 
impose: 1) on a defendant in a criminal case a $5 user surcharge upon conviction for any conduct made criminal by state _ 
statute or upon forfeiture of bond or bail; 2) a $5 user surcharge on the initiating party in a civil or probate case; and 3) a 

$5 user surcharge on each defendant or respondent in civil cases. The revenues collected by these surcharges are then 

transferred to a state special revenue account to be used for state funding of court technology. As a result of the passage 

of HB 41, $995,676 per year of state special revenue was appropriated to the District Court Operations program. | 
House Bill 207 - HB 207 expands the list of district court expenses that can be reimbursed to district courts and counties 
under section 3-5-901, MCA, to include expenses incurred for proceedings involving abused and neglected children. 
Funds for district court reimbursement are statutorily appropriated. | 
House Bill 244 - This legislation revises the amount of compensation a retired judge is entitled to receive when called to — 
serve temporarily to assist the supreme court, any district court, or water court. Under this legislation a retired judge or | 
justice is entitled to actual expenses plus the daily compensation rate of the judicial position in which the duty is rendered, _ 
up to a total of 180 days in a calendar year. For each day of duty after 180 days the retired judge shall receive one- 
twentieth of the monthly salary applicable to the judicial position in which the duty is rendered minus an amount equal to | 
the monthly retirement benefit that the retired justice or judge is receiving. Asa result of the passage and approval of this 
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legislation $53,892 in general fund was added to the biennial budget of the Judiciary's District Court program. 


Senate Bill 273 - This legislation added a new 22nd Judicial District in Montana. The 22nd District is comprised of 
Stillwater, Carbon, and Bighorn County. In addition, SB 273 added an additional judge to the 11th Judicial District in 
Flathead County and the 20th Judicial District encompassing Lake and Sanders Counties. As a result of the passage and 
approval of this legislation, $410,500 in general fund was added to the biennial budget of the Judiciary's District Court 
program to fund the three new judges. 


Agency Budget Comparison 


Base 
Budget 


Budget Item Fiscal 1998 


PIE 94.25 
5,914,114 
1,293,566 
250,778 

0 

28,510 


Personal Services 
Operating Expenses 
Equipment 


Debt Service 


Executive 
Budget 
Fiscal 2000 


5.25) 


7,004,251 
1,766,884 
305,017 

0 

28,510 


Legislative 
Budget 
Fiscal 2000 


100.75 


7,350,284 
1,871,532 
250,778 
593,026 
28,510 


Leg — Exec. 
Difference 
Fiscal 2000 


346,033 
104,648 
(54,239) 
593,026 


On 


Executive 
Budget 
Fiscal 2001 


95.25 


6,966,149 
1,739,931 
253,837 
0 

28,510 


Legislative 
Budget 
Fiscal 2001 


102.25 


7,473,104 
1,847,003 
250,778 
593,026 
28,510 


Leg — Exec. 
Difference 
Fiscal 2001 


506,955 
107,072 
(3,059) 
593,026 
0 


Biennium 
Difference 
Fiscal 00-01 


Total Costs $7,486,968 $9,104,662 $10,094,130 $989,468 $8,988,427 $10,192,421 $1,203,994 


General Fund 6,923,648 
State/Other Special 563,320 
Federal Special 0 


8,351,114 
644,823 
108,725 


8,267,990 
1,642,415 
183,725 


(83,124) 
997,592 
75,000 


8,251,606 
628,096 
108,725 


8,383,022 
1,625,674 
183,725 


131,416 
997,578 
75,000 





Total Funds $7,486,968 $9,104,662 $10,094,130 $989,468 $8,988,427 $10,192,421 $1,203,994 


Executive Budget Comparison 

The legislature approved increases of $2.2 million over the executive budget. Significant increases over the Executive 
Budget include: : | 

1) $2.0 million in state special revenue as a result of the passage of HB 41, which extended the surcharge on court filings 
and directs that the revenue be used to improve court technology; 

2) $410,500 general fund due to the passage of SB 273, which created a new 22nd Judicial District and added an 
additional judge for the 11th and 20 Judicial District; 

3) $53,892 in general fund for payments to retired judges who are temporarily assigned to hear cases when the presiding 
judges is excused or unable to hear the case, this was a result of the passage of HB 244; and 

4) $150,000 in federal funds to expand the citizen review boards. 


The legislature made the following reductions to the Executive Budget request: 

1) reduced the Executive Budget new proposals for electronic imaging by $78,600 over the biennium; 

2) reduced present law adjustments for the Supreme Court Operations program by $62,655 over the biennium; 

3) reduced by approximately $15,000 over the biennium the executive's request for the Judicial Standards Commission. 
The Executive Budget had requested approximately $25,000 for the 2001 biennium; 

4) reduced by $20,000 over the biennium the executive's request for additional judges training; 

5) did not approve the executive request to fund the Montana Judicial Institute, a reduction of $60,000 over the biennium; 
6) reduced by $16,000 per year (from a requested increase of $20,000 per year) the executive's request for publishing the 
district court judges deskbooks and benchbooks. The judiciary has $7,440 in the base for these expenditures; 

7) reduced by 0.5 FTE and approximately $37,000 over the biennium the Clerk of Court's request for an additional FTE. 
8) reduced the request for additional equipment by $105,000 over the biennium. 
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Program Proposed Budget 


Budget Item 


FTE 


Personal Services 
Operating Expenses 


Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


BVI 


1,738,409 
664,288 
0 

0 


$2,402,697 
2,402,697 
0 

0 


$2,402,697 


PL Base 
Adjustment 
Fiscal 2000 


00 


167,012 
127,686 
0 
0 


$294,698 
294,698 
0 

0 


$294,698 


New 
Proposals 
Fiscal 2000 


5.00 


223,138 
398,476 

0 
593,026 


$1,214,640 
35,239 


995,676 
183,725 


Total 
Leg. Budget 
Fiscal 2000 


37.75 


2,128,559 
1,190,450 
0 

593,026 


$3,912,035 
2,732,634 
995,676 
183,725 


$3,912,035 


PL Base 
Adjustment 
Fiscal 2001 


.00 


156,826 
113,078 
0 


0 
$269,904 
269,904 
0 

0 


$269,904 


1-SUPREME COURT OPERATIONS — 


New 
Proposals 
Fiscal 2001 


5.00 


223,138 
398,476 

0 
593,026 


$1,214,640 
S952 59 
995,676 
183,725 


$1,214,640 


Total 
Leg. Budget 
Fiscal 2001 


LATE 


2,118,373 
1,175,842 
0 

593,026 


$3,887,241 
2,707,840 
995,676 
Lea izo 


$3,887,241 


Total 
Leg. Budget 
Fiscal 00-01 





$1,214,640 


Program Description | 
The Supreme Court has appellate jurisdiction for the State of Montana. It has original jurisdiction to issue, hear, and — 
determine writs of habeas corpus and other such writs as may be provided by law. It also has general supervisory control 
over all other courts in the state. The Supreme Court is also charged with establishing rules governing appellate 
procedure, the practice and procedure for all other courts, admission to the bar, and the conduct of its members. The 
Supreme Court consists of a chief justice and six justices. The Supreme Court Operations program manages the day-to- 
day operations of the court and administers the local citizen review board pilot program for foster care placements, the 
federal court assessment program, and the district court criminal reimbursement program. 


Funding 

The Supreme Court Operations program is funded with general fund. State special revenue is appropriated to continue to 
upgrade the electronic technology in the state's district courts and courts of limited jurisdiction. Federal funds of — 
$108,750 were appropriated each year to continue the Federal Court Assessment study, and an additional $75,000 of 
federal fund each year was approved to expand the citizen review boards into additional counties. 


Present Law Adjustments 
Fiscal 2000 
General 
Fund 


Fiscal 2000 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
FTE 


Fiscal 2001 


Present Law Description FTE 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 


167,012 
665 
110,852 


156,826 
613 
96,289 
Total Statewide Adjustments 


$278,529 $253,728 


Present Law Adjustments 


Fixed Costs Reductions 

Legal Research and Association Cost 
District Clerk Training 

Electronic Document Retention 


(12,831) (12,831) 
5,000 
9,000 


15,000 


(12,824) (12,824) 


Total PL Adjustments $16,169 $16,169 $16,176 $16,176 


Present Law Adjustments Total 





$294,698 $269,904 


Present Law Adjustments 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 


standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 
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JUDICIARY 1-SUPREME COURT OPERATIONS 


DP 1001 - Fixed Costs Reductions - The legislature reduced the rate charged for state owned buildings and computer 
network fees. This action resulted in general fund reductions of $12,831 in fiscal 2000 and $12,824 in fiscal 2001. 


DP_1011 - Legal Research and Association Cost - This adjustment includes $5,000 for increases to the contract with 
Westlaw, a research service for justices and law clerks to perform on-line research. 


DP 1012 - District Clerk Training - The legislature approved $9,000 in training funds for the 56 district court clerks 
throughout the state. 


DP_1014 - Electronic Document Retention - The legislature approved an additional $15,000 general fund each year to 
provide electronic imaging for programs within the judicial branch. This increase, when added to $20,000 which exists in 
the base for imaging, authorizes a total of $70,000 over the biennium for this purpose. This amount was restricted in the 
budget and approved as a biennial appropriation. . 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General _ Total Fiscal 2001 General Total 
Description FTE Fund Funds img, Fund Funds 


2012 Citizen Review Boards : 0 75,000 : 0 75,000 
2111 Federal Court Assessment Program : 35,239 143,964 : 35,239 143,964 
2113 Court Information Technology 0 995,676 0 995,676 


Total New Proposals : $35,239 $1,214,640 : $35,239 $1,214,640 





New Proposals 
DP. 2012 - Citizen Review Boards - This new proposal adds $75,000 per year of federal funds to allow for expansion of 
citizen review boards. 


DP 2111 - Federal Court Assessment Program - The Federal Court Assessment program evaluates how the Montana legal 
system is handling child abuse and neglect proceedings. The legislature approved $108,725 federal funds and $35,239 
general fund each year of the 2001 biennium for this program. The legislature authorized this program as one-time-only. 


DP 2113 - Court Information Technology - The legislature passed HB 41 which reinstated the surcharge on court filings 
to support and improved the state's district courts and courts of limited jurisdiction's data and information systems. As a 
result of this legislation, the legislature appropriated state special revenue to the Supreme Court operations program of 
$995,676 per fiscal year. 


Language 


"Item lc [imaging equipment], is intended to provide imaging services for all programs in the department." 


"The Supreme Court is encouraged to work with the Department of Public Health and Human Services to develop joint 
rules, regulations, and procedures for the foster care review process." 


"The Supreme Court is requested to report to the 57th Legislature regarding policies and procedures established by the 


citizen review board program to: (1) operate the citizen review boards; and (2) clarify the oversight role of the citizen 
review boards." 
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Program Proposed Budget 


Budget Item 


FTE 
Personal Services 
Operating Expenses 
Equipment 

Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


2.00 
68,170 
173,569 
0 
$241,739 
241,739 
0 

0 


$241,739 


PL Base 
Adjustment 
Fiscal 2000 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


2.00 
73,351 
176,719 
0 
$250,070 
250,070 
0 

0 


$250,070 


2-BOARDS AND COMMISSIONS ! 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2001 


2.00 
73,354 
176,697 
0 
$250,051 
250,051 
0 

0 


$250,051 





Program Description 
The Boards and Commissions program oversees functions assigned to the Supreme Court either by legislative or 


constitutional mandate. The program manages judicial discipline, rules, admissions to the bar, and other substantive — 


matters aimed at improving and maintaining the administration of justice. Commissions and boards included in the 


program are the Judicial Standards Commission, Sentence Review Division, Commission on Practice, Board of Bar | 


Examiners, Commission on Courts of Limited Jurisdiction, and the Judicial Nominations Commission. 


Funding 


The Boards and Commissions program is funded with general fund. However, a portion of the cost is recovered through 


deposit of fee revenue from Courts of Limited Jurisdiction (CLJ) training and attorney investigation repayments. 


Present Law Adjustments 

Fiscal 2001 
Total 
Funds 


Fiscal 2000 
Total Fiscal 2001 
Funds FTE 


Fiscal 2001 
General 
Fund 


Fiscal 2000 
General 
Fund 


Fiscal 2000 
Present Law Description FTE 


Statewide Present Law 

Personal Services 5,181 

Inflation/Deflation 593 

Fixed Costs 0 
Total Statewide Adjustments $5,774 


Present Law Adjustments 


Jud. Standards Rst. Appropriation 


2,557 
Total PL Adjustments $2,557 


Present Law Adjustments Total $8,331 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1021 - Jud. Standards Rst. Appropriation - The legislature approved a biennial appropriation of $10,000 general fund 
for the 2001 biennium for the Judicial Standards Commission to investigate complaints and make recommendations 


regarding the conduct of judicial officers. This annual adjustment of $2,557 is in addition to $2,443 included in the base. 
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JUDICIARY 


Program Proposed Budget 


Budget Item 


FTE 
Personal Services 
Operating Expenses 
Equipment 
Debt Service 

Total Costs 


General Fund 


Total Funds 


Base 
Budget 
Fiscal 1998 


7.50 
277,122 
82,131 
244,587 
28,510 
$632,350 
632,350 


$632,350 


3-LAW LIBRARY 


PL Base New Total PL Base New Total Total 
Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


.00 . 7.50 .00 : 7.50 


292,756 291,569 

677 82,808 651 82,782 

0 244,587 0 244,587 

0 28,510 0 28,510 
$16,311 $648,661 $15,098 


$647,448 $1,296,109 


16,311 648,661 15,098 647,448 1,296,109 


$16,311 $648,661 $15,098 $647,448 $1,296,109 





Program Description 

The State Law Library houses reference materials used by the Supreme Court, lower courts, the legislature, state officers 
and employees, members of the bar, and the general public. The collection includes legal materials from the federal 
government and all 50 states, as well as Canada. Some of the books and materials contained in the library include 
treatises, law reviews, reports, microfilm, and audio/video tapes for continuing legal education. Access to much of the 
information is also provided from the library's Internet site. A Board of Trustees, which consists of the Supreme Court 
justices, governs the State Law Library. 


Funding 
The Law Library is funded with general fund. However, a portion of the costs is recovered through fees deposited to the 
general fund. Fees are charged for copies, faxes, and rental of audio/video cassettes. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description ETE Fund Funds FIE Fund Funds 


Statewide Present Law 


Personal Services 15,634 14,447 
Inflation/Deflation 677 ; 651 
Fixed Costs 0 0 


Total Statewide Adjustments $16,311 $15,098 


Present Law Adjustments 





Proprietary Rates 


Program Description 
Law Library Searches/Research Enterprise Fund - the on-line provider bills the law library for the airtime and the law 
library in turn bills the requesting entity for the cost of the search performed. 


Rate Explanation 
The agency bills the requesting party for the actual cost of the research service used. 


Significant Present Law Adjustments 
On-line Searches and Research Adjustments 


This $22,284 adjustment each year of the 2001 biennium provides proprietary fund authority so state and county agencies, 
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JUDICIARY 3-LAW LIBRARY | 


courts, private businesses and citizens can pay for costs incurred by the Law Library to perform on-line searches and 
research. The on-line service provider (Lexus) invoices the Law Library for the time spent on-line and, in turn, the Law 
Library invoices the client, collects the payment, and remits it to the service provider. 
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JUDICIARY 


Program Proposed Budget 


Budget Item 


FTE 
Personal Services 
Operating Expenses 
Equipment 

Total Costs 


General Fund 


Base 
Budget 
Fiscal 1998 


37.00 
3,169,322 
239,647 

0 
$3,408,969 


3,408,969 


PL Base New 
Adjustment 
Fiscal 2000 


Proposals 
Fiscal 2000 


.00 1.00 
793,859 134,059 
7,077 20,887 

0 0 
$800,936 $154,946 


800,936 


Total 
Leg. Budget 
Fiscal 2000 


38.00 
4,097,240 
267,611 

0 
$4,364,851 


4,364,851 


4-DISTRICT COURT OPERATIONS 


PL Base New Total Total 
Adjustment Proposals Leg. Budget Leg. Budget 
Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


.00 2.50 39.50 


T9992 294,871 4,236,185 
7,076 24,575 271,298 

0 0 0 
$779,068 


$319,446 $4,507,483 


319,446 


154,946 779,068 4,507,483 
0 0 0 


State/Other Special 0 0 0 0 


Total Funds $3,408,969 $800,936 $154,946 $4,364,851 $779,068 $319,446 $4,507,483 





Program Description 

The District Court Operations Program funds salaries, travel, and training for Montana's elected district judges. Other 
state agencies and local governments pay other operational costs of. the district courts. District courts are general 
jurisdiction trial courts having original jurisdiction in all criminal felony cases, civil matters, and cases of law. 


Funding 
District court operations are funded with general fund. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 


Personal Services 793,859 771,992 
Inflation/Deflation qt 76 
Fixed Costs 0 0 
$772,068 


Total Statewide Adjustments $793,936 


Present Law Adjustments 


10401 Benchbook & Deskbook Update : 4,000 : 4,000 
10402 Vehicle Lease : 3,000 : 3,000 


Total PL Adjustments 4 $7,000 d $7,000 


Present Law Adjustments Total $800,936 $779,068 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 10401 - Benchbook & Deskbook Update - The district court judges benchbook and deskbook must be updated every 
year with changes from the legislative sessions and present case law. The legislature approved a $4,000 general fund 
increase each year of the 2001 biennium, which provides funding to contract with an individual(s) to provide the required 
updates. 


DP 10402 - Vehicle Lease - The court leases seven vehicles for district court judges who have multi-county jurisdictions. 
The current lease expires in mid-year of fiscal 2000. The legislature approved a $3,000 general fund adjustment each year 
of the 2001 biennium, which provides for a 3 percent increase. 
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JUDICIARY 


New Proposals 
Fiscal 2000 
Fiscal 2000 General 
Description FILE Fund 


New Judges Training : 5,000 
New Judicial District Judges 123,000 
HB244 - Recusal pay for Judges 26,946 


Total New Proposals J $154,946 


New Proposals 


Fiscal 2000 
Total 
Funds 


5,000 
123,000 
26,946 


$154,946 


4-DISTRICT COURT OPERATIONS 


Fiscal 2001 Fiscal 2001 
Fiscal 2001 General Total 
FTE Fund. Funds 


5,000 
287,500 
26,946 


$319,446 





DP _ 20401 - New Judges Training - The legislature approved $5,000 each year of the 2001 biennium for new judges to 


receive basic training. 


DP 20402 - New Judicial District Judges - The legislature approved SB273, which create a new 22nd Judicial District and 
added and additional judge for the 11th and 20 Judicial Districts. The legislature approved general fund of $123,000 in 


fiscal 2000 and $287,500 in fiscal 2001 to fund the three new judges. 


DP 20403 - HB244 - Recusal pay for Judges _- HB 244 made adjustments in the compensation allowed for payment to 


retired judges serving temporarily in an active role to assist the supreme court, district courts or a water court. As a result 


of the passage of this legislation the legislature appropriated general fund of $26,946 per fiscal year to the District Court 


operations program. 


JUDICIARY A-22 


DISTRICT COURT OPERATIONS 


JUDICIARY 5-WATER COURTS SUPERVISION 


Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 11.00 .00 : 11.00 .00 i 11.00 
Personal Services 464,676 67,463 532,139 64,282 528,958 
Operating Expenses 98,644 15,956 114,600 2,396 101,040 
Equipment 0 0 0 0 0 

Total Costs $563,320 $83,419 $646,739 $66,678 $629,998 
State/Other Special 563,320 83,419 646,739 66,678 629,998 


Total Funds $563,320 $83,419 $646,739 $66,678 $629,998 





Program Description 
The Water Courts Supervision Program, located in Bozeman, adjudicates claims of existing water rights in Montana and 
supervises the distribution of water among the four water divisions of the state, as defined in 3-7-102, MCA. 


Funding 

The Water Courts Supervision program is funded with state special revenue funds from the Renewable Resource Grant 
and Loan account. The main sources of revenue to the Renewable Resource Grant and Loan account are proceeds from 
the Resource Indemnity and Ground Water Assessment (RIGWA) tax and interest earnings on the Resource Indemnity 
Tax Trust (RIT). 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 


Personal Services 64,647 
Inflation/Deflation 780 
Fixed Costs 0 


Total Statewide Adjustments $65,427 
Present Law Adjustments 
10501 Overtime for Hearings : 900 
10502 Computer Network Maintenance f 3,560 4 
10503 Leases - Copy Machine/Postage Meter ; 1,616 : 1,616 
10504 Telephone System ‘ 10,000 : 0 
10505 Retirement Adjustment : 1,916 : 1,902 


Total PL Adjustments F $17,992 i $4,418 





Present Law Adjustments Total $83,419 $66,678 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 10501 - Overtime for Hearings - The legislature funded an additional $900 for overtime expenses due to staff travel. 


DP 10502 - Computer Network Maintenance - This adjustment funds $3,560 in fiscal 2000 to purchase computers and 
related hardware on a four-year replacement cycle. 


DP 10503 - Leases - Copy Machine/Postage Meter - The legislature funded $1,616 each year of the 2001 biennium for the 
lease/purchase of a copy machine and postage meter. During the 1999 biennium, the Water Court copy machine had to be 
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JUDICIARY 5-WATER COURTS SUPERVISION | 


replaced. The postage meter is used to accommodate the large volume of mail the Water Courts process. 


DP 10504 - Telephone System - This legislature approved $10,000 in fiscal 2000 as a one-time-only appropriation to. 
purchase a new telephone system. | 


DP 10505 - Retirement Adjustment - This present law adjustment increases the state's share of retirement to correct an’ 
amount not included in the base budget of the water court. | 





JUDICIARY A-24 WATER COURTS SUPERVISION 


JUDICIARY 6-CLERK OF COURT 


Program Proposed Budget 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2000 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


Base 
Budget 


Budget Item Fiscal 1998 


FTE 4.00 .00 50 4.50 .00 50 4.50 


196,415 
35,287 
6,191 


7,968 
4,057 
0 


21,856 
0 
0 


226,239 
39,344 
6,191 


6,536 
4,057 
0 


21,714 
0 
0 


224,665 
39,344 
6,191 


Personal Services 
Operating Expenses 
Equipment 


Total Costs $237,893 $12,025 $21,856 $271,774 $10,593 $21,714 $270,200 


General Fund 237,893 12,025 21,856 271,774 10,593 21,714 270,200 


Total Funds $237,893 $12,025 $21,856 $271,774 $10,593 $21,714 $270,200 





Program Description 

The Clerk of Court Program performs support and operational duties for the Supreme Court, as outlined in Title 3, 
Chapter 2, part 4, MCA. The program keeps the court records and files, issues writs and certificates, approves bonds, files 
all papers and transcripts, and performs other duties as required. 


Funding 
The Clerk of Court is funded with general fund. 


Present Law Adjustments 
Fiscal 2001 
General 
Fund 


Fiscal 2000 
General 
Fund 


Fiscal 2000 
Total 
Funds 


Fiscal 2001 
Total 
Funds 


Fiscal 2001 
FTE 


Fiscal 2000 


Present Law Description FTE 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 


Present Law Adjustments 


10601 Clerk of Court Operations 
10604 Retirement and Insurance Adjustment 


Total PL Adjustments 


Present Law Adjustments Total 


3,446 
5,935 


$8,981 





$12,025 


3,446 
5,518 


$8,964 


$10,593 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 10601 - Clerk of Court Operations - The legislature increased the present law budget for operational expenses of the 
Clerk of Court by $3,446 each year of the 2000 biennium. According to the Clerk of Court, the annual caseload has 
increased by over 100 cases, a nearly 20 percent increase since January of 1996. 


DP 10604 - Retirement and Insurance Adjustment - This present law adjustment increases the amounts for retirement and 
insurance not properly calculated in the executive budget. 
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JUDICIARY 6-CLERK OF COURT 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


Half Time Position ; 21,856 21,856 : ‘21,714 


Total New Proposals ; $21,856 $21,856 ‘ $21,714 





New Proposals 

DP 20601 - Half Time Position - The legislature approved a 0.5 FTE additional staff position at a general fund cost of 
$21,856 in fiscal 2000 and $21,714 in fiscal 2001. This additional 0.5 FTE is to address increases in workloads, increases 
in filings, and other court activity. 
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MT CHIROPRACTIC LEGAL PANEL 1-LEGAL PANEL OPERATIONS 


Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE .00 ; i .00 4 ; .00 
Operating Expenses 13,992 : 17,266 . 17,193 

Total Costs $13,992 : $17,266 ; $17,193 
State/Other Special 13,992 ' 17,266 ; 17,193 


Total Funds $13,992 ; $17,266 ; $17,193 





Agency Description 

The Montana Chiropractic Legal Panel reviews all malpractice claims or potential claims against chiropractic physicians 
to: a) prevent, when possible, filed court actions against chiropractic physicians for professional liability in situations 
where the facts do not permit at least a reasonable inference of malpractice; and b) make possible the fair and equitable 
disposition of such claims against chiropractic physicians that are or reasonably may be well founded (Title 27, Chapter 
12, MCA). A panel, consisting of three chiropractic physicians licensed in Montana and three attorneys who are members 
of the State Bar Association of Montana, is appointed to review each malpractice claim or potential claim. The panel is 
managed by a director appointed by the executive director of the Montana Chiropractic Association. 


Summary of Legislative Action 

This program received a supplemental approrpiation in fiscal 1998 totaling $1,000 to bring its fiscal 1998 appropriation to 
$15,000. The increase was due to an increase in the number of claims filed. (The panel ultimately did not spend any of 
the supplemental.) The panel expended $5,032 in fiscal 1997. Therefore, expenditures of $13,992 were almost three 
times the panel's previous year expenditure. 


The panel cannot predict the number of cases filed or, therefore, its expenditures in any given year. In the 2001 biennium, 
the legislature provided expenditure authority of over $17,000 each year to provide for an expansion of current activity. 


Agency Budget Comparison 
Base Executive Legislative Leg — Exec. Executive Legislative Leg — Exec. Biennium 
Budget Budget Budget Difference Budget Budget Difference Difference 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE .00 .00 .00 .00 » .00 
Operating Expenses 13,992 17,266 17,266 17,193 17,193 


Total Costs $13,992 $17,266 $17,266 $17,193 $17,193 


State/Other Special 13,992 17,266 17,266 W793 17,193 


Total Funds $13,992 $17,266 $17,266 $17,193 $17,193 





Executive Budget Comparison 
The legislature adopted the budget as proposed by the executive. 


Funding 

The Montana Chiropractic Legal panel is funded through state special revenue funds derived from annual assessments 
levied on all chiropractic physicians. The amount of the assessment is annually set by the director and equally assessed 
against all chiropractic physicians. 
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MT CHIROPRACTIC LEGAL PANEL 1-LEGAL PANEL OPERATIONS 





Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 

Fiscal 2000 General Total Fiscal 2001 General Total 

Present Law Description FTE Fund Funds FRE Fund 


Statewide Present Law 


Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 


Present Law Adjustments 


Panel Operating Costs 


Total PL Adjustments 





Present Law Adjustments Total 


Present Law Adjustments | 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. : 
DP 11 - Panel Operating Costs - All functions of the panel are conducted through contract services. The legislature 
includes an increase in contract services, travel, and audit fees in anticipation of increased activity. The level of activity | 
will depend upon the number of cases filed, which cannot be predicted. 
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GOVERNORS OFFICE 


Personal Services 
Operating Expenses 


Equipment 


Total Costs 


Total Funds 


Agency Description 


Base 
Budget 
Fiscal 1998 


49.00 
2,289,907 
801,631 

0 
$3,091,538 
2,825,366 
251,882 
14,290 


$3,091,538 


PL Base 
Adjustment 
Fiscal 2000 


(50) 
74,137 
91,934 
20,000 

$186,071 

179,150 
6,553 
368 


$186,071 


New 
Proposals 
Fiscal 2000 


1.50 
62,947 
1,025,442 
0 
$1,088,389 
1,058,926 
0 

29,463 


$1,088,389 


Total 
Leg. Budget 
Fiscal 2000 


50.00 
2,426,991 
1,919,007 

20,000 
$4,365,998 
4,063,442 
258,435 
44,121 


$4,365,998 


PL Base 
Adjustment 
Fiscal 2001 


(50) 
62,670 
2,812 

0 
$65,482 
52,440 
12,714 
328 


$65,482 


New 
Proposals 
Fiscal 2001 


1.50 
62,516 
20,873 

0 
$83,389 
55,593 
0 
27,796 


$83,389 


Total 
Leg. Budget 
Fiscal 2001 


50.00 
2,415,093 
825,316 

0 

- $3,240,409 
293355599 
264,596 
42,414 


$3,240,409 


SUMMARY 


Total 
Leg. Budget 
Fiscal 00-01 





The Office of the Governor exists under authority granted in Article VI of the Montana Constitution. The Governor has 
constitutional and statutory authority to administer the affairs of the State of Montana. The Governor appoints all military 
and civil officers of the state whose appointments are provided for by statute or the Constitution, grants reprieves and 
pardons, and serves on various boards and commissions. The Governor approves or vetoes legislation, reports to the 
legislature on the condition of the state, and submits a biennial Executive Budget. The Governor also represents the state 
in relations with other governments and the public. 


Summary of Legislative Action 

The legislature approved present law adjustments of $251,553. Primary non-statewide adjustment increases are for 
computer replacement and aircraft maintenance. The legislature also provided $1,000,000 general fund for a statewide 
personal services contingency fund to be administered by the Office of Budget and Program Planning, and added 
$171,788 of funding for a new proposal in the Mental Disabilities Board of Visitors program. (See "Other Legislation" 
below.) 


Other Legislation 

Senate Bill 534 - Senate Bill 534 charged the Department of Public Health and Human Services with incrementally 
implementing a revised mental health managed care system. The bill was amended to assign a mental health care 
ombudsman to the Mental Disabilities Board of Visitors. The legislature added funding of $171,788 for a 1.0 FTE 
ombudsman position and a 0.5 FTE administrative support position. 


Agency Budget Comparison 


Budget Item 


[Fal 


Personal Services 
Operating Expenses 


Equipment 


Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


49.00 
2,289,907 
801,631 

0 
$3,091,538 
2,825,366 
251,882 
14,290 


$3,091,538 


Executive 
Budget 
Fiscal 2000 


49.00 
2,390,487 
929,501 
20,000 
$3,339,988 
3,063,807 
261,523 
14,658 


$3,339,988 


Legislative 
Budget 
Fiscal 2000 


50.00 
2,426,991 
1,919,007 

20,000 
$4,365,998 
4,063,442 
258,435 
44,121 


$4,365,998 


Leg — Exec. 
Difference 
Fiscal 2000 


36,504 
989,506 
0 


$1,026,010 
999,635 
(3,088) 
29,463 


$1,026,010 


Executive 
Budget 
Fiscal 2001 


49.00 
2,378,981 
838,379 

0 
$3,217,360 
2,935,048 
267,694 
14,618 


$3,217,360 


Legislative 
Budget 
Fiscal 2001 


50.00 
2,415,093 
825,316 

0 
$3,240,409 
29335399 
264,596 
42,414 


$3,240,409 


Leg — Exec. 
Difference 
Fiscal 2001 


36,112 
(13,063) 
0 
$23,049 
(1,649) 
(3,098) 
27,796 


$23,049 


Biennium 
Difference 
Fiscal 00-01 





Executive Budget Comparison 

In the Executive Office Program budget, the legislature removed funding of $25,357 for a 0.5 FTE administrative support 
position (#10011) that had been vacant for an extended period and funded a currently vacant exempt position (#10012) 
that will be filled during the biennium at $27,490 less than the executive request. The legislature also granted a present 


GOVERNORS OFFICE A-29 SUMMARY 


i 
f 


GOVERNORS OFFICE SUMMARY | 


law increase in Resource Indemnity Trust funding for the Flathead Basin Commission that was $6,000 less than the. 
amount requested by the executive and reduced the Consensus Council general fund budget by $40,000 from the base year | 
amount. 


The legislature granted present law adjustments in the air transportation program that were $13,238 lower than those 
requested by the executive. The differences reflect a recalculation of proposed maintenance expenditures suggested by 
the Legislative Fiscal Division and agreed to by the executive. 


Senate Bill 534 was amended to assign a mental health care ombudsman to the Mental Disabilities Board of Visitors. The. 
legislature added funding of $171,778 for a 1.0 FTE ombudsman position and a 0.5 FTE administrative support position. 


The legislature granted a $1,000,000 general fund appropriation to the Office of Budget and Program Planning for a | 
personal services contingency fund, which had not been included in the Executive Budget request. The legislature also | 
adjusted expenditures for rent and ISD data network charges totaling $10,634 to reflect differences between the rent and | 
ISD data network rates proposed by the executive and those accepted by the legislature. 
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GOVERNORS OFFICE 


Program Proposed Budget 


Budget Item 


FILE 
Personal Services 
Operating Expenses 
Equipment 

Total Costs 


General Fund 


Base 
Budget 
Fiscal 1998 


19.50 
990,941 
366,141 

0 
$1,357,082 


1,137,059 


PL Base 
Adjustment 
Fiscal 2000 


(50) 


(3,859) 
57,291 
20,000 


$73,432 


60,103 


New 
Proposals 
Fiscal 2000 


Total 
Leg. Budget 
Fiscal 2000 


19.00 
987,082 
423,432 

20,000 
$1,430,514 


1,197,162 


PL Base 
Adjustment 
Fiscal 2001 


(50) 


(9,880) 
19,488 


0 


$9,608 


(9,911) 


1-EXECUTIVE OFFICE PROGRAM 


New 
Proposals 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2001 


19.00 
981,061 
385,629 

0 
$1,366,690 


1,127,148 


Total 


Leg. Budget 
Fiscal 00-01 


State/Other Special 220,023 133329) 2333352 19,519 239,542 
Federal Special 0 0 0 0 0 





Total Funds 


$73,432 


$1,430,514 $9,608 $1,366,690 





$1,357,082 


Program Description 

The Executive Office Program aids the Governor in overseeing and coordinating the activities of the executive branch of 
Montana state government. The program provides administrative, legal, and press support and provides centralized 
services for the Office of the Governor. The Executive Office Program also administers programs with special impact on 
the citizens and governmental concerns of Montana. Special programs include one that coordinates services for senior 
citizens, one that seeks to preserve clean water in the Flathead Basin, and the Montana Consensus Council. 


Funding 
The program is funded by general fund and state special revenue. 


State special revenue funding for the program is as follows: 1) $92,570 in Governor's Office state special revenue, which 
includes funds from federal sources that are used to offset some of the personal services costs of Central Services and 
funds from private sources and local governments that are used to fund the Flathead Basin Commission; 2) $100,281 from 
RIT renewable resources grants and loans for Flathead Basin Commission administrative support; and 3) $280,043 for the 
Montana Consensus Council, derived from fees charged for services provided by the council or from private sources. 
General fund pays the balance of program expenses. 


Present Law Adjustments 

Fiscal 2001 
Total 
Funds 


Fiscal 2000 
General 
Fund 


Fiscal 2000 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
FTE 


Fiscal 2000 


Present Law Description FTE 


Statewide Present Law 


22,584 
3,615 
33,955 


16,524 
3,148 
11,619 


Personal Services 
Inflation/Deflation 
Fixed Costs 
$60,154 


Total Statewide Adjustments $31,291 


Present Law Adjustments 


3,500 0 
52,677 8,177 
6,000 2,400 
(26,443) (26,404) 
(20,000) (20,000) 
(2,456) (2,358) 


8,500 
12,677 
6,000 
(26,404) 
(20,000) 
(2,456) 


Flathead Basin Comm Operating Expenses 
Computer Replacement 

Consensus Council Administrative Assistant 
Personal Services Reductions 

Consensus Council Reduction 

Fixed Cost Reductions 


Total PL Adjustments $13,278 ($38,185) ($21,683) 





Present Law Adjustments Total $73,432 $9,608 


Present Law Adjustments 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
A-31 
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GOVERNORS OFFICE 1-EXECUTIVE OFFICE PROGRAM — 


the table correspond to the narrative descriptions. 


DP 1 - Flathead Basin Comm Operating Expenses - The legislature granted present law increases of $3,500 in fiscal 2000 | 


and $8,500 in fiscal 2001 from RIT funds. 


DP 2 - Computer Replacement - The legislature provided funding for a four-year cycle for replacing personal computers. | 
The amount provided reflects the historical average cost of $2,500 per computer for 19 personal computers. The | 


legislature also granted funding of $20,000 to replace the file server that serves the entire Governor's Office. 


DP 3 - Consensus Council Administrative Assistant - The legislature granted funding to allow the Montana Consensus 
Council to share an administrative assistant with the Office of Community Services, with which the council shares office 
space. 


DP 4 - Personal Services Reductions - The legislature removed funding for a 0.5 FTE administrative support position 
(#10011) that was vacant and reduced funding for a 1.0 FTE exempt position (#10012) that is currently vacant but will be 


filled during the biennium. 


DP 5 - Consensus Council Reduction - The legislature reduced the Consensus Council general fund budget by $20,000 








each fiscal year. The legislature reduced the general fund budget to encourage the Council to become more self- | 
supporting in the future. (When the Council was established, the legislature made clear that the Council was to become © 


self-supporting as soon as possible.) 


DP 6 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 
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GOVERNORS OFFICE 


Program Proposed Budget 


Budget Item 


BLE 


Personal Services 
Operating Expenses 


Total Costs 
General Fund 


Total Funds 


Base 
Budget 
Fiscal 1998 


1.50 


40,046 
31,961 


$72,007 
72,007 


$72,007 


PL Base 
Adjustment 
Fiscal 2000 


.00 


666 
2,499 


$3,165 
3,165 


$3,165 


2-MANSION MAINTENANCE PROGRAM 


Total 
Leg. Budget 
Fiscal 00-01° 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


1.50 j 4 1.50 


40,712 
34,460 


40,450 
31,961 
$75,172 $72,411 
Ee 72,411 


$75,172 $72,411 





Program Description . 
The Mansion Maintenance Program maintains the Governor's official residence. 





Funding 
The program is funded entirely by general fund. 


Present Law Adjustments 

: Fiscal 2000 
| Fiscal 2000 General 
Present Law Description FTE Fund 


Fiscal 2001 
Total 


Fiscal 2001 
General 
Fund 


Fiscal 2000 


Total Fiscal 2001 


FUE 


| Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 
Total Statewide Adjustments 
Present Law Adjustments 


Computer Replacement 


Total PL Adjustments 





Present Law Adjustments Total 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP. 1 - Computer Replacement - The legislature provided funding for a four-year cycle for replacing personal computers. 
The amount provided reflects the historical average cost of $2,500 per computer. 
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GOVERNORS OFFICE 


Program Proposed Budget 


Budget Item 


FTE 
Personal Services 
Operating Expenses 
Equipment 

Total Costs 


General Fund 
State/Other Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


1.00 
87333 
103,638 
0 
$140,971 


124,971 
16,000 


$140,971 


PL Base 
Adjustment 
Fiscal 2000 


00 
(1,037) 
40,029 

0 
$38,992 


39,089 
(97) 


$38,992 


Total 
Leg. Budget 
Fiscal 2000 


1.00 
36,296 
143,667 
0 
$179,963 


164,060 
15,903 


$179,963 


3-AIR TRANSPORTATION PROGRAM | 


PL Base 
Adjustment 
Fiscal 2001 


00 
(1,291) 
22,030 

0 
$20,739 


20,865 
(126) 


p20 N159 


New 
Proposals 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2001 


1.00 
36,042 
125,668 
0 
$161,710 


145,836 
15,874 


$161,710 


Total 


Leg. Budget 
Fiscal 00-01 








Program Description 
The Air Transportation Program provides the Governor with air transportation. 


Funding 
The program is funded by general fund except for state special revenue of $31,777 that comes from renting the Governor's 
aircraft to other state agencies. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description 0S Fund Funds Pie Fund 


Statewide Present Law 

Personal Services (1,037) 
Inflation/Deflation 105 
Fixed Costs (202) 


($1,134) 


Total Statewide Adjustments 


Present Law Adjustments 


Aircraft Maintenance 3 35,126 35,126 : 22,126 
Computer Replacement : 5,000 5,000 F 0 


Total PL Adjustments $40,126 $40,126 $22,126 $22,126 


Present Law Adjustments Total $38,992 $20,739 





Present Law Adjustments . 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. | 


DP 1 - Aircraft Maintenance - The legislature provided present law adjustments for aircraft maintenance and to replace the 
aircraft navigation system. 


DP 2 - Computer Replacement - The legislature provided funding for a four-year cycle for replacing personal computers. 
The funding provided was for the purchase of two computers in fiscal 2000. 
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GOVERNORS OFFICE 


Program Proposed Budget 


Budget Item 


FTE 
Personal Services 
Operating Expenses 
Equipment 

Total Costs 


General Fund 
State/Other Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


17.00 
785,927 
193,025 

0 
$978,952 


975,264 
3,688 


$978,952 


New 
Proposals 
Fiscal 2000 


PL Base 
Adjustment 
Fiscal 2000 


.00 .00 


67,311 0 
(3,557) 1,000,000 
0 0 
$33,754 $1,000,000 
37,442 1,000,000 
(3,688) 0 


$33,754 $1,000,000 


Total 
Leg. Budget 
Fiscal 2000 


17.00 
853,238 
1,159,468 
0 
$2,012,706 


2,012,706 
0 


$2,012,706 


4-OFFICE OF BDGET & PGM PLANNING 


PL Base 


Adjustment 


Fiscal 2001 


.00 


64,0 


30 


(54,665) 
0 


$9,3 


13,0 


65 


53 


(3,688) 


$9,3 


65 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


17.00 
849,957 
138,360 

0 
$988,317 


988,317 
0 


$988,317 


Total 


Leg. Budget 
Fiscal 00-01 


$3,001,023 








Program Description 

The Office of Budget and Program Planning (OBPP) assists the Governor in preparing the Governor's Executive Budget 
and administering the state government budget. In addition, the OBPP prepares and monitors revenue estimates and 
collections, prepares and publishes fiscal notes on proposed legislation and initiatives, and acts as approving authority for 
operational plan changes, program transfers, and budget amendments in the executive branch, in accordance with Title 17, 
Chapter 7, MCA. The OBPP acts as the lead executive branch agency for compliance with the federal Single Audit Act. 


Funding 

The program is funded by general fund. A portion of the program is supported through the Statewide Cost Allocation 
Plan (SWCAP) and the State Fund Cost Allocation Plan (SFCAP), which assess other state agencies for services that 
OBPP provides. Funds received from these assessments of federal and non-general fund state funds are deposited into the 
general fund. (The $3,688 of state special revenue the program received in the base year was due to a program transfer.) 


Present Law Adjustments 
Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
General 
Fund 


Fiscal 2000 
Total 
Funds 


Fiscal 2000 
FTE 


Fiscal 2001 


Present Law Description FTE 


Statewide Present Law 


67,311 
(532) 
16,944 


64,030 
(456) 
(435) 


Personal Services 
Inflation/Deflation 
Fixed Costs 
$83,723 


Total Statewide Adjustments $63,139 


Present Law Adjustments 


(11,195) 
3,000 
(40,000) 
(1,774) 


(UIST 95) 
3,000 
(40,000) 
(1,774) 


(25,000) 
13,000 
(40,000) 
(1,774) 


(25,000) 
13,000 
(40,000) 
(1,774) 


Computer Replacement 
Session Costs 

MT PRRIME Savings 
Fixed Cost Reductions 


Total PL Adjustments ($49,969) ($49,969) ($53,774) ($53,774) 


Present Law Adjustments Total $33,754 $9,365 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - Computer Replacement - The legislature provided funding for a four-year cycle for replacing personal computers. 
The legislature granted sufficient funding to replace nine computers in fiscal 2000. 


DP 2 - Session Costs - The legislature granted present law adjustments of $3,000 for the Wharton Econometric 
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Forecasting Service, whose cost the executive projected will increase from $17,000 to $20,000 per year. OBPP uses the | 
Wharton Service in preparing the executive budget. The service is shared with the legislative branch and the university | 
system. | 


DP 3 - MT PRRIME Savings - The legislature adopted present law reductions of $40,000 per fiscal year because activities | 
and costs formerly associated with OBPP budget systems will be transferred to the MT PRRIME operations bureau. 


DP 4 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD | 
data network charges. | 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FIE Fund Funds FIE Fund Funds 


Vacancy Savings Contingency Account .00 1,000,000 1,000,000 





Total New Proposals .00 ~ $1,000,000 $1,000,000 


New Proposals 

DP 1 - Vacancy Savings Contingency Account - The legislature granted a restricted, biennial, one-time-only general fund | 
appropriation of $1,000,000 for a vacancy savings and emergency contingency account. Language included in HB 2 | 
specifies that the account is "an emergency and contingency biennial account to be managed by the Office of Budget and 
Program Planning to respond to contingencies related to emergencies and public safety." The language further states that | 
"[r]equests for use of this account must be analyzed by the budget office and approved by the Governor. Approved | 
expenditures must be reported to the Legislative Finance Committee." 


Language 
"Item 4b is an emergency and contingency biennial account to be managed by the Office of Budget and Program Planning 
to respond to contingencies related to emergencies and public safety. Requests for use of this account must be analyzed 


by the budget office and approved by the Governor. Approved expenditures must be reported to the Legislative Finance 
Committee." | 


Item 4b contained the $1,000,000 general fund appropriation for the vacancy savings contingency account. 
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Program Proposed Budget 


Budget Item 


FTE 


Personal Services 


Operating Expenses 
Equipment 


Total Costs 


General Fund 


Base 
Budget 
Fiscal 1998 


2.00 
82,904 
22,668 

0 
$105,572 


105,572 


Total 
Leg. Budget 
Fiscal 2000 


PL Base 
Adjustment 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


.00 : 2.00 


1,782 84,686 
10,703 33,371 
0 0 


$12,485 $0 $118,057 


12,485 118,057 


5-INDIAN AFFAIRS 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


.00 . 2.00 


1,568 
6,023 
0 


84,472 
28,691 
0 


$7,591 $113,163 


oon 113,163 








Total Funds $105,572 $12,485 $118,057 $7,591 $113,163 


Program Description 

The Coordinator of Indian Affairs Program serves as the Governor's liaison with state Indian tribes, provides information 
and policy support on issues confronting the Indians of Montana, and advises and makes recommendations on these issues 
to the legislative and executive branches. The coordinator also serves the Montana congressional delegation as an advisor 
and intermediary in the field of Indian affairs and acts as spokesperson for representative Native American organizations 
and groups, both public and private, whenever that support is requested. The program is mandated by 2-15-217 and 90- 
11-101, MCA. 


Funding 
The program is funded entirely by general fund. 


Present Law Adjustments 
Fiscal 2001 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2000 
Total 
Funds 


Fiscal 2000 
General 
Fund 


Fiscal 2001 
FTE 


Fiscal 2000 
FTE 


Present Law Description 


Statewide Present Law 


Personal Services 1,782 
Inflation/Deflation 214 
Fixed Costs 2,081 


Total Statewide Adjustments $4,077 


Present Law Adjustments 


8,750 
(342) 


3,750 
(342) 


Computer Replace / Op Expense Adj. 
Fixed Cost Reductions 
$8,408 


Total PL Adjustments $3,408 





$12,485 


Present Law Adjustments Total 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - Computer Replace / Operating Expense Adjustments - The legislature provided funding for a four-year cycle of 
replacing personal computers. The funding granted will allow the office to replace two computers in fiscal 2000. The 


legislature also granted sufficient funding to allow the Coordinator of Indian Affairs to travel to each of the reservations at 
least twice a year. 


DP 2 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 
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Program Proposed Budget 


Base 
Budget 
Budget Item Fiscal 1998 


EEE 3.00 


Personal Services 153,486 
Operating Expenses 36,349 
Equipment 0 

Total Costs $189,835 


General Fund 189,835 


Total Funds $189,835 


Program Description 


PL Base 
Adjustment 
Fiscal 2000 


.00 
6,418 
7,288 

0 
$13,706 
13,706 


$13,706 


New 
Proposals 
Fiscal 2000 


Total 
Leg. Budget 
Fiscal 2000 


3.00 
159,904 
43,637 

0 
$203,541 
203,541 


$203,541 


PL Base 
Adjustment 
Fiscal 2001 


.00 
5,271 
7,191 

0 
$12,462 
12,462 


$12,462 


New 
Proposals 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2001 


3.00 
158,757 
43,540 

0 
$202,297 
202,297 


$202,297 





Total 
Leg. Budget 
Fiscal 00-01 


The Office of the Lieutenant Governor is responsible for carrying out duties prescribed by statute established by Article 
VI, Section 4 of the Montana Constitution, as well as those delegated 


Chapter 15, part 3, MCA. 
Funding 


The program is funded entirely by general fund. 


Present Law Adjustments 


Present Law Description 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


Computer Replacement 
Fixed Cost Reductions 


Total PL Adjustments 


Fiscal 2000 


BLE 


Fiscal 2000 
General 


Fund 


Fiscal 2000 


Total 
Funds 


6,418 
3,001 
74-24 


$11,790 


Fiscal 2001 
FTE 


Fiscal 2001 
General 
Fund 


2,355 
(439) 


$1,916 


2,500 
(439) 


$2,061 


by the Governor. Statutory authority is Title 2, 


Fiscal 2001 
Total 


$10,401 


2,500 
(439) 


$2,061 















$12,462 





Present Law Adjustments Total $13,706 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - Computer Replacement - The legislature provided funding for a four-year cycle for replacing personal computers. 
The funding provided will allow the office to replace two computers in fiscal 2000 and to replace one computer in fiscal 
2001. 


DP 2 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 
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Total 
Leg. Budget 
Fiscal 2000 


PL Base 
Adjustment 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


Base 
Budget 
Fiscal 1998 


1.50 1.50 


63,517 
11,839 


64,353 
17,503 


Personal Services 


Operating Expenses 


Total Costs $75,356 $81,856 
General Fund 


Federal Special 


61,066 
14,290 


67,198 
14,658 
Total Funds 


$75,356 $81,856 





Program Description 


The Citizens' Advocate Office exists to provide access to state government for Montana citizens. 


16-CITIZENS ADVOCATE OFFICE 


Total 
Leg. Budget 
Fiscal 00-01 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


.00 ; 1.50 


622 
665 


64,139 
12,504 
$1,287 $76,643 


959 
328 


62,025 
14,618 


$1,287 $76,643 


The office provides 


information to citizens and functions as a referral service for public comments, suggestions, and requests for information. 


The Office provides a toll-free number to the public. 
Funding 


The office is funded by general fund and by federal special revenue of $29,276. The federal special revenue is 
reimbursement for services the office provides for the Department of Public Health and Human Services. 


Present Law Adjustments 
Fiscal 2000 
General 
Fund 


Fiscal 2000 


Present Law Description FTE 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


5,000 
(70) 


Computer Replacement 
Fixed Cost Reductions 


$4,930 


Total PL Adjustments 


Present Law Adjustments Total 





Present Law Adjustments 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
FTE 


836 
309 
425 


$1,570 


5,000 
(70) 


$4,930 


$6,500 


The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - Computer Replacement - The legislature provided funding for a four-year cycle for replacing personal computers. 
The funding provided will allow the office to replace two computers in fiscal 2000. 


DP 2 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 
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Program Proposed Budget 


Budget Item 


FTE 
Personal Services 
Operating Expenses 
Equipment 

Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


3.50 
1355753 
36,010 

0 
$171,763 
1597592 
12,171 

0 


$171,763 


Total 
Leg. Budget 
Fiscal 2000 


PL Base 
Adjustment 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


00 1.50 5.00 
2,020 62,947 200,720 
2,017 25,442 63,469 

0 0 0 
$4,037 $88,389 $264,189 
7,028 58,926 
(2,991) 0 
0 29,463 


225,546 
9,180 
29,463 
$264,189 


$4,037 $88,389 


PL Base 
Adjustment 
Fiscal 2001 


00 
1,946 
2,080 

0 
$4,026 
7,017 
(2,991) 
0 


$4,026 


20-MENTAL DIS BD VISITORS 


New 
Proposals 
Fiscal 2001 


1.50 
62,516 
20,873 

0 
$83,389 
Spree 
0 
27,796 


$83,389 


Total 
Leg. Budget 
Fiscal 2001 


5.00 
200,215 
58,963 
0 
$259,178 
222,202 
9,180 
27,796 


$259,178 


Total 
Leg. Budget 
Fiscal 00-01 








Program Description 

The Mental Disabilities Board of Visitors is charged with reviewing patient care at Montana's community mental health 
centers, and at the institutions for the mentally ill and the developmentally disabled. The board provides legal services for 
the residents at those institutions. The Governor appoints five board members who may be (but are not required to be) 
consumers, doctors of medicine, or behavioral scientists. The board employs administrative and legal staff and contracts 
with medical professionals to carry out its responsibilities for patient representation and facility review. The Mental 
Disabilities Board of Visitors Program was created by the Developmental Disabilities Act of 1975 and the Mental 
Commitment and Treatment Act of 1975 and exists as a state mandate. 


Program Narrative 

Senate Bill 534 charged the Department of Public Health and Human Services with incrementally implementing a mental 
health managed care system. The bill was amended to assign a mental health care ombudsman to the Mental Disabilities 
Board of Visitors. The legislature added funding of $171,778 for a 1.0 FTE ombudsman position and a 0.5 FTE 
administrative support position. Of this amount, the general fund portion is $114,519 and $57,259 is federal special 
revenue from Medicaid funds. 


Funding 

The program is funded with general fund, state special revenue of $18,360, and federal special revenue of $57,259. The 
state special revenue is derived from nominal fees the program is authorized to charge for serving as the representative 
payee for patients in Montana's institutions for the mentally ill and developmentally disabled who receive disability and 
other payments. The federal special revenue comes from Medicaid funding and will be used to pay a portion of the 
personal services costs of the mental health ombudsman and support staff added to the program through passage of SB 
534. 
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Present Law Adjustments 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FIE Fund ___ Funds FIE Fund Funds 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


Computer Replace/Operating Expense (659) (659) f (659) 
Fixed Cost Reductions (236) (236) ‘ (236) 


Total PL Adjustments f ($895) ($895) : ($895) 


Present Law Adjustments Total $4,037 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - Computer Replace/Operating Expense - The legislature adopted funding for a four-year cycle for replacing 
computers. The program will spend $2,459 less per year on computers than it spent during the base year. The adjustment 


includes $1800 per year for the lease of a photocopier, which results in a net present law adjustment of minus $659 per 
year. 


DP 2 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


SB 534 - Mental Health Ombudsman ; 58,926 88,389 : 55,593 83,389 





Total New Proposals ; $58,926 $88,389 : $55,593 $83,389 


New Proposals 

DP _1 - SB 534 - Mental Health Ombudsman - SB 534 assigned a mental health care ombudsman position to the Mental 
Disabilities Board of Visitors. The legislature added funding for a 1.0 FTE ombudsman and a 0.5 FTE support staff 
position. 


Language 
"Item 8a is contingent upon the passage and approval of Senate Bill No. 534. Funds in item 8a may be used only to fund 
the mental health managed care ombudsman function created in Senate Bill No. 534." 


Senate Bill 534 was passed and approved. 
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Agency Description 

The Office of the Secretary of State is established by Article VI, Section 1 of the Montana Constitution, and its duties are 
set forth in sections 2-4-311 and 312, 2-6-203, and 2-15-401, MCA. The office files, maintains, stores, and distributes 
corporate documents, agricultural lien information, official records of the executive branch, and acts of the legislature. It 
publishes the Administrative Rules of Montana and the Montana Administrative Register. It administers the state agency 
records management function and operates a central microfilm unit and the state records center. Because the Secretary of 
State is the chief election officer of the state, the office also interprets and applies election laws, except those pertaining to 
campaign finance. 


Summary of Legislative Action 
The legislature approved all fees and charges as proposed by the Secretary of State. 


Executive Budget Comparison 
The legislature accepted all rates proposed by the executive and made no changes to the program budget. 


Funding 

The Office of the Secretary of State is funded entirely with proprietary funds. The office derives its proprietary funds 
from fees charged to customers for corporate filings and other related services and from fees charged to state agencies for 
records management services. 


Proprietary Rates 


Program Description 

The Office of the Secretary of State conducts its daily operations through a single program, the Business and Government 
Services Program. The program receives its entire funding from one enterprise fund and one internal service fund, as 
described below. 


Revenues and Expenses 

The Office of the Secretary of State administers two proprietary funds. The first, an internal service fund, receives 
revenue from fees charged to state agencies for managing agency records and for publishing and distributing the 
Administrative Rules of Montana (ARM) and the Montana Administrative Register (MAR). The second fund is an 
enterprise fund that receives revenues from fees charged to businesses and corporations for corporate filings, registration 
of assumed business names and trademarks, etc. The legislature does not set rates for the enterprise fund. 


Rate. Explanation 

Internal Service Fund 

The proprietary funds that support the records management function are derived from over 60 fees charged to other state 
agencies for the services performed. There are a variety of charges that are established by the Secretary of State according 
to an annual review of the cost of microfilming and other factors. The proprietary funds that support the administrative 
rules function are derived from charges to state agencies and the public for publication and distribution of the 
Administrative Rules of Montana (ARM) and the Montana Administrative Register (MAR). Fees are set by the Secretary 
of State in consultation with the Administrative Code Committee. State statute requires that fees charged by agencies 
receiving revenue from internal service funds be commensurate with costs. 


The Secretary of State proposed the same fees and charges as in the 1999 biennium. The legislature accepted all fees and 
charges proposed by the Secretary of State with no changes. The approved rates are as follows: 


Product or Service 2001 Biennium 





1. Administrative Rules of Montana Fees 
a. Administrative Rules of Montana $350.00/set 
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b. Quarterly updates of ARM 

c. Extra titles 

d. Quarterly updates of extra titles 

e. Montana Administrative Register 

f. Agency filing fee for pages for Register 
publication 


2. Records Management Fees (based on 2-6-203, MCA) 


a. 16MM Microfilm 

Less than 250,000 

Non-typical extreme weight & size 
8" x 11"; 8" x 14" paperwork 

8" x 11"; 11 x 14" computer printout 
Extreme size & weight variance 
Cards - fixed weight & color 

Cards - mixed weight & color 


b. 35MM Microfilm 

L (per 12 x 12") aerial photos 
16 x 20" bound books 

24 x 34" newspapers 

24 x 34" bound newspapers 
48 x 48" blueprints/maps 


c. 1OSMM Microfilm 

8" x 11" paperwork 

8" x 11"; 11 x 14" computer printout 
Cards (per 1000) 

Minimum filming charge 


d. Film Processing 
16mm, 100 foot roll 
16mm, 215 foot roll 
35mm, 100 foot roll 
16mm, 3M cartridges 


e. Film Inspecting 

100 foot roll inspection: 
215 foot roll inspection 
Film splicing 

3M cartridge loading 


f. Duplication 

16mm, 100 foot roll 

16mm, 215 foot roll 

35mm, 100 foot roll 

105mm, microfiche or jackets 
Reader/printer copies 
Photocopies/own labor 
Photocopies/our labor 

16mm, 100 foot roll 
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$250.00/year 
$50.00/book 
$50.00/year/title 


$300.00 


$35.00/page 


$30.00 
$36.75 
$25.00 
$22.05 
$27.50 
$15.00 


~ $25.00 


$65.00 
$60.00 
$110.00 
$130.00 
$275.00 


$65.00 
$73.50 
$73.50 
$37.50 


$3.45 
$6.76 
$6.05 
$4.50 


$3.50 
$4.98 
$0.75 
$2.25 


$6.48 
$12.41 
$8.77 
$0.15 
$0.50 
$0.10 
$0.50 
$9.45 


BUSINESS & GOVERNMENT SERVICES 
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35mm, 100 foot roll $13.85 
g. Jacket Loading 

16mm, 5 channel jacket $0.30 
Agency's own jacket $0.275 
35mm, 1 & 2 channel jacket $0.30 
Loading 16mm aperture card $0.25 
Jacket title $0.25 
Jacket notching $0.05 
h. Miscellaneous 

Fiche title $0.25 
Indexing and document prep/hour $14.00 
Camera rental/day $95.00 
i. Supplies 

NMI reader bulbs $10.75 
16mm, 100 foot roll film $6.68 
16mm, 215 foot roll film $12.95 
35mm, 100 foot roll film $12.95 
j. Records Center Services 

Storage by square foot/month $0.19 
Storage by cubic foot/month $0.2950 
Retrievals $1.00 
Emergency retrievals $5.00 
Large retrievals, delivery, interfiling $16.00 
Records disposal/hour $16.00 
Shredding confidential records/hour $21.95 
k. Records Center Boxes 

Records storage box, standard size A $1.34 
Drawings & map storage boxes, size C $1.34 


Enterprise Fund 
The legislature does not approve rates for enterprise funds. 
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COMMISSIONER OF POLITICAL PRAC 


Program Proposed Budget 


Base 
Budget 


Budget Item Fiscal 1998 


FTE 6.25 


150,539 
136,509 


Personal Services 


PL Base 
Adjustment 
Fiscal 2000 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


(1.25) 00 5.00 


315599 0 
90,714 


182,138 


1-ADMINISTRATION 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


(1.25) 00 5.00 


30,637 0 181,176 


7,950 


Operating Expenses 13,950 241,173 (61,545) 82,914 


Total Costs $287,048 $122,313 $13,950 $423,311 ($30,908) $7,950 $264,090 


General Fund 287,048 122,313 13,950 423,311 (30,908) 7,950 264,090 





Total Funds $287,048 $122,313 $13,950 $423,311 ($30,908) $7,950 $264,090 


Agency Description 

The Commissioner of Political Practices is provided for in 13-37-102, MCA, which was enacted in 1975 as part of a 
campaign finance and practice law reform package. The duties and responsibilities of the office are set forth in Title 13, 
Chapter 37, part 1, MCA. Additional responsibilities were created through passage of an initiative in 1980 that provided 
for disclosure of information by lobbyists and disclosure of the business interests of elected officials. In 1995, the 
legislature enacted the code of ethics (Title 2, Chapter 2, MCA) and assigned to the commissioner the responsibility for 
administering ethical standards of conduct for legislators, public officers, and state employees. 


Summary of Legislative Action 

The budget adopted by the legislature includes statewide present law adjustments and personal services adjustments, a 
present law adjustment to address a problem with legal fees, and a new proposal providing for the purchase of new 
computers. In the past, the agency has had difficulties estimating the amount required for legal expenses. To assist the 
agency in dealing with the problem, the legislature provided a biennial restricted appropriation of $148,000 for legal fees 
and included language in HB 2 specifying that the agency should seek a supplemental appropriation if that amount proves 
insufficient. 


Agency Budget Comparison 
Biennium 
Difference 
Fiscal 00-01 


Leg — Exec. 
Difference 
Fiscal 2001 


Legislative 
Budget 
Fiscal 2001 


Executive 
Budget 
Fiscal 2001 


Executive 
Budget 
Fiscal 2000 


Base 
Budget 
Fiscal 1998 


Legislative 
Budget 
Fiscal 2000 


Leg — Exec. 
Difference 


Budget Item Fiscal 2000 


RE 6.25 6.25 5.00 6.25 5.00 


150,539 
136,509 


200,221 
156,781 


182,138 
241,173 


(18,083) 
84,392 


199,034 
149,022 


181,176 
82,914 


(17,858) 
(66,108) 


Personal Services 
Operating Expenses 


$287,048 $357,002 $423,311 $66,309 $348,056 $264,090 


($83,966) 


Total Costs 


General Fund 287,048 357,002 423,311 66,309 348,056 264,090 (83,966) 


Total Funds $287,048 $357,002 $423,311 $66,309 $348,056 $264,090 ($83,966) 





Executive Budget Comparison 

The legislature removed funding for a 1.0 FTE position and for a 0.25 FTE position that had been vacant for an extended 
period. The legislature also reduced the amount of longevity funding requested for the commissioner, since the new 
commissioner will not be eligible for longevity pay until late in fiscal 2001. However, the legislature granted increases 
for overtime pay and for a position upgrade. The net effect of the legislative actions reduced the personal service budget 
by $35,941 from the amounts requested by the executive. 


The legislature reduced the base funding for legal expenditures by $63,068 each fiscal year, but granted a restricted 
biennial appropriation for legal fees of $148,000. The total effect of the actions was to increase the appropriation for legal 
expenses over the executive request by $21,864. 


The legislature also granted funding for personal computers and LAN support in different amounts than the executive had 
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requested, granting more money for personal computers, but less for LAN support. The amounts granted by the 
legislature were below the executive request by $2,720. 


The legislature also adjusted expenditures for rent and ISD data network charges totaling $860 to reflect differences 
between the rent and ISD data network rates proposed by the executive and those accepted by the legislature. 


Funding 
Funding for this agency is general fund. 


The agency is required to charge a fee commensurate with costs for printing and distributing the campaign finance report. 
Revenue from the report sale is deposited to the general fund and totaled $2,365 in fiscal 1998. In the odd year of the 
biennium, lobbyists must register with the commissioner and pay a filing fee of $50. This revenue and any copy fees are 
deposited in the general fund. The agency can also levy civil fines against individuals or groups that violate campaign 
finance laws. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General . Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 

Personal Services $1,877 

Inflation/Deflation 555 

Fixed Costs 5,657 
Total Statewide Adjustments $58,089 


Present Law Adjustments 


Personal Services Adjustment (1.25) (20,278) (20,278) (1.25) (20,243) 

Legal Fees - Base Reduction .00 (63,068) (63,068) .00 (63,068) (63,068) 
Legal Fees - Biennial Appropriation .00 148,000 148,000 .00 0 0 
Fixed Cost Reductions .00 (430) (430) .00 (430) (430) 


Total PL Adjustments (1.25) $64,224 $64,224 (1.25) ($83,741) ($83,741) 


Present Law Adjustments Total $122,313 ($30,908) 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - Personal Services Adjustment - The legislature approved present law reductions of $20,278 in fiscal 2000 and 
$20,243 in fiscal 2001 which included elimination of funding for a 1.0 FTE position and a 0.25 FTE position that were 
vacant. The legislature partly offset the funding elimination by granting increases for overtime pay. In other personal 
services funding changes that are partly reflected in the personal services portion of statewide adjustments, the legislature 
granted increases for an upgrade of one position and imposed a slight decrease in longevity funding for the 
commissioner's position. (The new commissioner will not be eligible for longevity funding until late in fiscal 2001.) The 
full effect of all legislative actions on personal services funding resulted in reductions of $18,083 in fiscal 2000 and 
$17,858 in fiscal 2001 from the amounts requested by the executive. 


DP 2 - Legal Fees - Base Reduction - The legislature accepted a present law reduction to reduce expenditures on legal fees 
that were in the base. The legislature subsequently granted a biennial appropriation of $148,000 for legal fees in another 
decision package. 


DP 3 - Legal Fees - Biennial Appropriation - The legislature granted a biennial restricted appropriation of $148,000 for 
legal fees. 
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DP 4 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


Computer Equipment and Support : 13,950 13,950 





Total New Proposals ; $13,950 $13,950 


New Proposals 

DP_1 - Computer Equipment and Support - The legislature appropriated $6,000 for fiscal 2000 to fund the purchase of 
three personal computers. The legislature also appropriated $2,650 each fiscal year for LAN support and $5,300 each 
fiscal year for network support to be provided by ISD. 


Language | 
"The legislature recognizes that the appropriation for legal fees for the Commissioner of Political Practices may not be 


sufficient to meet all costs in the 2001 biennium, and that the commissioner may have to seek supplemental authority to 
pay those costs." 
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Agency Proposed Budget 
Base 
Budget 


Budget Item Fiscal 1998 


FTE 63.00 
2,248,758 
798,001 
9,462 

0 


Personal Services 
Operating Expenses 


PL Base 
Adjustment 
Fiscal 2000 


2.75 


259,623 
201,799 
0 
0 


New 
Proposals 
Fiscal 2000 


1.38 


14,647 
14,725 

0 
2,000,000 


Total 
Leg. Budget 
Fiscal 2000 


67.13 


2,523,028 
1,014,525 

9,462 
2,000,000 


PL Base 
Adjustment 
Fiscal 2001 


2.50 


239,645 
237,143 
(9,462) 
0 


New 
Proposals 
Fiscal 2001 


1.50 


17,904 
14,229 
0 
0 


Total 
Leg. Budget 
Fiscal 2001 


67.00 


2,506,307 
1,049,373 
0 
0 


SUMMARY 


Total 
Leg. Budget 
Fiscal 00-01 


Debt Service -0 0 0 0 0 0 0 


Total Costs $3,056,221 $461,422 $2,029,372 $5,547,015 $467,326 $32,133 $3,555,680 


General Fund 2,269,230 36,994 1,026,665 3,332,889 "37207 (1,900,822) 405,615 
State/Other Special 786,991 424,428 1,002,707 2,214,126 430,119 1,932,955 3,150,065 
Federal Special 0 0 0 0 0 0 0 


Total Funds $3,056,221 $461,422 $2,029,372 $5,547,015 $467,326 $32,133 $3,555,680 





Agency Description 

The Office of the State Auditor is established by Article VI of the Mastann Constitution. The auditor is both ex-officio 
Commissioner of Insurance and ex-officio Commissioner of Securities. The duties of the State Auditor include licensing 
and regulating insurance companies and agents doing business in the state and adopting rules and administering small 
group insurance reform. The State Auditor registers and regulates securities dealers who do business within the state. 


Summary of Legislative Action 

Significant aspects of the budget approved by the legislature include the addition of $2 million general fund for Montana 
Comprehensive Health Association funding and a funding switch from general fund to state special revenue in the 
Insurance Program. Due to provisions of SB 132, which will change the insurance fees the auditor charges and change 
deposit of the fees from the general fund to the state special revenue fund, the legislature replaced much of the insurance 
program's general fund appropriation with a state special revenue fund appropriation. The legislature included language 
in HB 2 to formalize an agreement between the Office of Budget and Program Planning and the office of the State 
Auditor. According to the agreement, the auditor will transfer sufficient funding from the insurance fee account in the 
state special revenue fund to the general fund in order to keep the net receipts of the general fund at the same levels as if 
SB 132 had not been passed. 


Other Legislation 

House Bill 536 - HB 536 established a fixed annual assessment amount for the Montana Comprehensive Health 
Association. (The association is composed of insurance concerns and health service organizations that do business in the 
state and is required to provide health insurance to eligible individuals who would otherwise be unable to receive 
insurance coverage. HB 536 specified the assessment amount that each member of the association will pay.) One 
provision of HB 536 allocated $2 million to the association for the biennium from tobacco settlement monies. The 
provision also stipulated that the association could use the funds "only if the amount of the annual assessment collected by 
the association is insufficient to meet incurred or estimated claims expenses of the association plan and the association 
portability plan and the operating and administrative expenses of the association." The legislature provided the $2 million 
funding to the association through a general fund appropriation to the office of the state auditor. The office will pass the 
funds to the association. 


Senate Bill 128 - The Living Trust Act passed by the 1997 legislature had a sunset date of October 1, 1999 and the State 
Auditor's Office had budgeted accordingly. SB 128 removed the sunset provision from the Living Trust Act. The 
legislature granted an additional appropriation of $42,501 state special revenue to the Securities Program to allow the 
program to continue the regulatory duties required by the act. 


Senate Bill 132 - SB 132 removed most of the insurance fees charged by the Office of the State Auditor and replaced 
them with a single fee of $1,900. The bill also stipulated that the money collected from the single fee would be deposited 
to the state special revenue account, unlike the previous fees, most of which were deposited to the general fund. Since 
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most of the insurance fees were deposited to the general fund, the Insurance Program, which was to be funded from 
insurance fees, received a general fund appropriation in the past. Since fees will now be deposited to the state special 
revenue fund, the legislature replaced the program's general fund appropriation with a state special revenue appropriation. 
(Because the effective date of the bill is January 1, 2000, the program retained a general fund appropriation sufficient to 
allow it to carry on its operations until that date.) 


Since the amount of the insurance fees collected by the office and deposited to the general fund is typically greater than 
the amount of the general fund appropriation the program receives, one effect of SB 132 will be to reduce the net amount 
of revenue in the general fund. For the 2001 biennium, the office of the state auditor agreed to transfer enough money 
from the insurance fee account in the state special revenue fund to maintain the general fund balance. Language to that 
effect was included in HB 2. 


Agency Budget Comparison 
Base Executive Legislative Leg — Exec. Executive Legislative Leg — Exec. Biennium 
Budget Budget Budget Difference Budget Budget Difference Difference 
Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


63.00 66.75 67.13 66.50 67.00 


Personal Services 2,248,758 2,549,553 2,523,028 (26,525) 2,529,285 2,506,307 (22,978) 
Operating Expenses 798,001 885,889 1,014,525 128,636 854,829 1,049,373 194,544 
Equipment : 9,462 9,462 9,462 0 0 0 0 

0 0 2,000,000 2,000,000 0 0 0 
Debt Service 0 0 0 0 0 0 0 


Total Costs $3,056,221 $3,444,904 $5,547,015 $2,102,111 $3,384,114 $3,555,680 $171,566 


General Fund 2,269,230 2,330,893 3,332,889 1,001,996 2,311,045 405,615 (1,905,430) 
State/Other Special 786,991 1,114,011 2,214,126 1,100,115 1,073,069 3,150,065 2,076,996 


' [Federal Special 0 0 0 0 0 0 0 


Total Funds $3,056,221 $3,444,904 $5,547,015 $2,102,111 $3,384,114 $3,555,680 $171,566 





Executive Budget Comparison 

The legislature reduced fixed cost allocations in all programs to reflect reductions in rental rates and ISD data network 
charges. The total amount of the reductions was $5,099 for the biennium. In the insurance program, the legislature 
removed $82,000 in personal services funding. This amount is approximately equal to total biennial funding for a 1.0 
FTE, grade 15 position. 


The State Auditor's Office had requested language amendments for contract examinations in the Insurance Program and 
the Securities Program. The legislature granted the appropriations as regular HB 2 appropriations instead of as language 
appropriations and restricted them to contract examinations. The amount appropriated in the Insurance Program was 
$299,100. In the Securities Program, the amount appropriated was $24,000. 


The legislature also added appropriations to implement provisions of HB 536, allocating $2,000,000 of tobacco settlement 
money in a general fund appropriation from tobacco settlement monies for the office to distribute to the Montana 
Comprehensive Health Association. The legislature granted an additional appropriation of $42,501 state special revenue 
to the Securities Program to allow the program to continue the regulatory duties required by the Living Trust Act, which 
was to sunset on October 1, 1999. SB 128 removed the sunset date, making the Act permanent. 
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Program Proposed Budget 


Base PL Base New Total PL Base New - Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 9.00 50 : 9.50 50 ‘ 9.50 
Personal Services 308,993 50,983 0 359,976 48,658 357,651 
Operating Expenses 81,632 10,630 0 92,262 7,464 89,096 
Equipment 0 0 0 0 0 0 

Total Costs $390,625 $61,613 $0 $452,238 $56,122 $0 $446,747 


General Fund 364,195 5,780 (186,847) 183,128 4,635 (368,830) 0 
State/Other Special 26,430 55,833 186,847 269,110 51,487 368,830 446,747 


Total Funds $390,625 $61,613 $0 $452,238 $56,122 $0 $446,747 





Program Description 

The Central Management Division is responsible for the administrative, personnel, budgeting, and accounting functions 
for the State Auditor's Office. The division also provides the auditor support in fulfilling his duties as a member of the 
state land and hail insurance boards. 


Funding . 
The program is funded almost entirely from the general fund. Two state special revenue funds, the insurance fee account 
and the portfolio fee account, are used for a portion of personal services costs. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FIE Fund 


Statewide Present Law 


Personal Services 28,745 
Inflation/Deflation 127 
Fixed Costs 12,115 


Total Statewide Adjustments $40,987 


Present Law Adjustments 

Data Processing FTE : 0 22,238 3 0 

Fixed Cost Reductions i (768) (929) 4 (766) (928) 

Present Law adjustment : (594) (683) : (594) (683) 
Total PL Adjustments : ($1,362) $20,626 ; ($1,360) $20,483 


Present Law Adjustments Total $61,613 $56,122 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - Data Processing FTE - The legislature granted state special revenue present law adjustments of $22,238 in fiscal 
2000 and $22,094 in fiscal 2001 for a 0.5 FTE data processing position. 


DP 2 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 


DP 8 - Present Law adjustment - The legislature granted present law adjustments to allow the program to change 
recording of some expenses from one accounting category to another. This is an accounting change that has no fiscal 
impact. 
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New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


SB 132 - Funding Switch ‘ (186,847) .00 (368,830) 


Total New Proposals : ($186,847) .00 ($368,830) 





New Proposals 

DP _1 - SB 132 - Funding Switch - SB 132 changes deposit of insurance fees from the general fund to the state special 
revenue fund. The funding switch replaces the office's general fund appropriation with a state special revenue 
appropriation. (The office retains a portion of its original general fund appropriation in fiscal 2000 because the effective 
date of SB 132 is January 1, 2000.) 


Language 
"Based upon passage and approval of Senate Bill No. 132, the state auditor's office shall transfer $399,814 at the end of 


fiscal year 2000 and $563,567 at the end of fiscal year 2001 to the general fund from the insurance fee state special 
revenue fund for the purpose of maintaining the general fund balance." ~ 
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Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 43.00 2.00 1.00 46.00 2.00 1.00 46.00 


Personal Services 1,567,569 176,387 172 1,744,128 169,137 (118) 1,736,588 
Operating Expenses 610,759 169,414 10,725 790,898 212,104 8,225 831,088 
Equipment 9,462 0 0 9,462 (9,462) 0 0 
Grants 0 0 2,000,000 2,000,000 0 0 0 
Debt Service 0 0 0 0 0 0 0 


Total Costs $2,187,790 $345,801 $2,010,897 $4,544,488 $371,779 $8,107 $2,567,676 


1,513,819 18,157 2133512 2,745,488 18,173 (1,531,992) 0 
673,971 327,644 797,385 1,799,000 353,606 1,540,099 2,567,676 
Federal Special 0 0 0 0 0 0 0 


Total Funds $2,187,790 $345,801 $2,010,897 $4,544,488 $371,779 $8,107 $2,567,676 





Program Description 

The Insurance Division regulates the insurance industry in Montana. The Policyholder Services Bureau is responsible for 
resolving insurance consumer inquiries and complaints involving agents, coverage, and companies. The Examinations 
Bureau is responsible for monitoring the financial solvency of insurance companies, collecting premium taxes and 
company fees, and auditing insurance company annual statements. The Rates and Forms Bureau is responsible for 
reviewing form filings and rate filings to ensure compliance with the applicable insurance code. The Licensing Bureau is 
responsible for licensing and providing continuing education to insurance agents, agencies, and adjusters. The 
Investigations Bureau investigates insurance code and rule violations, including possible criminal violations, and refers 
cases to county attorneys for prosecution. 


Funding 

General fund and state special revenue fund the Insurance Division. State special revenue comes from nonresident 
insurance producer license fees, fees charged for insurance company examinations, and fees on insurance agents. Agent 
fees support the insurance industry continuing education program, the insurance regulatory accreditation function, and 
other insurance regulation functions. With the exception of the license and permits fees mentioned above, the office 
deposits all the other insurance license and permit fees and premium taxes it collects into the general fund. 


Due to passage of SB 132, as of January 1, 2000, a single flat fee of $1,900 will replace the majority of the fees charged 
by the program, and will be deposited to the state special revenue fund. Since the fee charged by the program will go to 
the state special revenue fund instead of to the general fund as of January 1, 2000, funding for the program will come 
entirely from the state special revenue after that date. 
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Present Law Adjustments 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 
Personal Services 116,467 109,720 
Inflation/Deflation 5,335 4,929 
Fixed Costs 30,072 15,765 
Total Statewide Adjustments $151,874 $130,414 
Present Law Adjustments 
Licensing and Continuing Education 32,697 0 
Policyholders Services FTE ‘ 43,911 i 0 
Present Law Adjustments } 2,872 : (6,732) 
Fixed Cost Reductions ‘ (3,153) : (3,150) 
Contract Examinations : 0 117,600 f 0 
Total PL Adjustments i ($3,153))) ~¢-0$193,927 i ($9,882) $241,365 


Present Law Adjustments Total $345,801 $371,779 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 2 - Licensing and Continuing Education - The legislature granted present law adjustments to allow the State Auditor's 
Office an additional 1.0 FTE, grade 9 licensing and certification technician who would verify course completion by 
insurance licensees. 


DP_5 - Policyholders Services FTE - The legislature provided present law adjustments for a 1.0 FTE, grade 14 compliance 
specialist. The amounts include $12,000 in fiscal 2000 and $8,000 in fiscal 2001 for expenses related to duties the new 
FTE would perform. 


DP 6 - Present Law Adjustments - The legislature provided present law adjustments of $2,872 in fiscal 2000 and a 
reduction of $6,732 in fiscal 2001. The majority of the fiscal 2000 adjustment is due to the salary differential between 
the temporary worker who held a position at the time of the personal services snapshot and the permanent FTE who was 
hired shortly after. The majority of the fiscal 2001 reduction is due to reduced equipment purchases. 


DP 7 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 


DP 10 - Contract Examinations - The legislature approved a restricted appropriation from the insurance account in the 
state special revenue fund for contract examinations. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds Fund Funds 


Workers Comp. Fraud Investigator 4 0 51,897 J 0 


Personal Services Adjustments ; (41,000) . (41,000) : (41,000) 
0 


SB 132 - Funding Switch : (745,488) 


(1,490,992) 
HB 536 - Comp. Health Association : 2,000,000 2,000,000 0 


Total New Proposals : O12 1oso12 $2,010,897 : ($1,531,992) 
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New Proposals 

DP 3 - Workers Comp. Fraud Investigator - The legislature provided state special revenue to allow the office to hire a 1.0 
FTE fraud investigator. The legislature also approved language that specifies goals for the position to accomplish in fiscal 
2000 and fiscal 2001. (See the “Language” section.) 


DP 9 - Personal Services Adjustments - The legislature removed $41,000 each fiscal year in personal services funding. 
These amounts are approximately equal to funding for a 1.0 FTE, grade 15 position. 


DP _13 - SB 132 - Funding Switch - SB 132 changes deposit of insurance fees from the general fund to the state special 
revenue fund. The funding switch replaces the office's general fund appropriation with a state special revenue 
appropriation. (The office retains a portion of its original general fund appropriation in fiscal 2000 because the effective 
date of SB 132 is January 1, 2000.) 


DP._14 - HB 536 - Comp. Health Association - Due to passage of HB 536, the legislature granted a restricted biennial 
general fund appropriation of $2,000,000 to establish a fixed annual assessment for the Montana Comprehensive Health 
Association. The general fund money was made available from the tobacco settlement money 


Language 

"The state auditor shall establish the following goals for the new fraud investigator FTE position: (1) in fiscal year 2000, 
the investigator shall open 10 fraud investigations; (2) in fiscal year 2001, the investigator shall open an additional 10 
investigations, must have closed at least two investigations, and must have recovered at least $100,000 in fines." 


"The office shall notify the Office of Budget and Program Planning and the Legislative Fiscal Division at the end of each 
fiscal year about the degree to which the goals were met." 


STATE AUDITORS OFFICE A-54 INSURANCE 


\ 
iV 
i} 


i| 
| 
i) 
i 
i 
ti 
j 
i 


i 





STATE AUDITORS OFFICE 4-SECURITIES 





Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


PLE 11.00 25 38 11.63 .00 50 11.50 


Personal Services 372,196 32,253 14,475 418,924 21,850 18,022 412,068 


Operating Expenses 105,610 21,755 4,000 131,365 MieST) 6,004 129,189 
Equipment 0 0 0 0 0 0 0 


Total Costs $477,806 $54,008 $18,475 $550,289 $39,425 $24,026 $541,257 


General Fund 391,216 13,057 0 404,273 14,399 0 405,615 
State/Other Special 86,590 40,951 18,475 146,016 25,026 24,026 135,642 


Total Funds $477,806 $54,008 $18,475 $550,289 $39,425 $24,026 $541,257 





Program Description _ | 

The Securities Division is responsible for the administration and enforcement of the Securities Act of Montana, and in 
particular, for the registration of securities issuers, salespeople, broker-dealers, investment advisers, and investment 
adviser representatives. The division is also responsible for the investigation of unregistered and fraudulent securities 
transactions. The division has sole jurisdiction for investment advisor firms with assets of under $25 million. The 
Investigations Bureau investigates securities code and rule violations, including possible criminal violations, and refers 
cases to county attorneys for prosecution. 


Funding 
The program is funded mostly by the general fund. The securities portfolio registration function is funded by state special 
revenue from securities portfolio registration fees. 


All revenue from securities fees and fines, except for the securities portfolio fees, must be deposited to the general fund in 
accordance with 30-10-115, MCA. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FIE Fund Funds 


Statewide Present Law 


Personal Services 12,314 9,891 
Inflation/Deflation 818 UTS 
Fixed Costs 10,924 6,787 


Total Statewide Adjustments $24,056 $17,453 
Present Law Adjustments 
Fixed Cost Reductions : (670) (882) ‘ (692) 


Present Law Adjustments : (895) 18,834 : (910) 
Contract Examinations : 0 12,000 ; 0 


Total PL Adjustments f ($1,565) $29,952 i ($1,602) $21,972 





Present Law Adjustments Total $54,008 $39,425 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 
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DP 7 - Present Law Adjustments - The legislature granted present law adjustments of $18,834 in fiscal 2000 and $10,854 
in fiscal 2001. The amounts are primarily due to the salary differential between the temporary worker who held a position 
at the time of the personal services snapshot and the permanent FTE who was later hired. Funding for the 0.25 FTE is to 
provide services under the Living Trust Act. The Act had a sunset date of October 1999, but the sunset date was removed 
in SB 128. Because the Act will not sunset, the legislature also provided additional funding in a new proposal. (See 
“New Proposal” section.) 


DP 11 - Contract Examinations - The state auditor's office had requested the following language amendment: 


"The state auditor's office is authorized to spend up to $12,000 in fiscal year 2000 and $12,000 in fiscal year 2001 from 
the securities fee account in the state special revenue fund for contract examinations." 


The legislature granted the appropriation as a regular HB 2 appropriation instead of as a language amendment. The 
appropriation is restricted to contract examinations. 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


SB 128 - Living Trust Act : 18,475 





Total New Proposals : $18,475 


New Proposals 

DP 1 - SB 128 - Living Trust Act - SB 128 removed the sunset date from the Montana Living Trust Act, making the act 
permanent. The legislature provided $18,475 state special revenue in fiscal 2000 and $24,026 state special revenue in 
fiscal 2001 to provide for an additional 0.375 FTE in fiscal 2000 and an additional 0.5 FTE in fiscal 2001. 
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DEPARTMENT OF TRANSPORTATION 


Agency Proposed Budget 


Budget Item 


PLE 


Personal Services 


Debt Service 


Total Costs 


Total Funds 


Base 
Budget 
Fiscal 1998 


1,819.51 


69,000,484 
245,780,766 
1,030,285 
5,646,720 
250,000 
3,774,647 
16,199 
10,682 


$325,509,783 
250,000 
148,865,200 
176,394,583 
0 


$325,509,783 


PL Base 
Adjustment 
Fiscal 2000 


108.79 


6,120,116 
93,963,939 
1,124,911 
5,506,795 
0 

528,243 
18,801 
4,500 


$107,267,305 
0 


17,899,289 
89,368,016 


0 


$107,267,305 


New 
Proposals 
Fiscal 2000 


79.00 


ZOU 332 
4,189,432 
33,100 

0 

0 
2,286,375 
0 

0 


$9,100,239 
0 
(5,225,636) 
14,325,875 
0 


$9,100,239 


Total 
Leg. Budget 
Fiscal 2000 


2,007.30 


77,711,932 
343,934,137 
2,188,296 
11,153,515 
250,000 
6,589,265 
35,000 
15,182 


$44 1,877,327 
250,000 


161,538,853 
280,088,474 


0 


$44 1,877,327 


PL Base 
Adjustment 
Fiscal 2001 


148.65 


6,771,786 
74,981,445 
748,438 
6,516,795 


0 
78,243 
18,801 

4,500 


$89,120,008 
0 


14,833,262 
74,286,746 
0 


$89,120,008 


New 
Proposals 
Fiscal 2001 


152.50 


4,927,751 
9,051,622 
26,000 

0 

0 
2,340,810 
0 

0 


$16,346,183 
0 

824,956 
15,521,227 
0 


$16,346,183 


Total 
Leg. Budget 
Fiscal 2001 


2,120.66 


80,700,021 
329,813,833 
1,804,723 
12,163,515 
250,000 
6,193,700 
35,000 
15,182 


$430,975,974 
250,000 
164,523,418 
266,202,556 
0 


$430,975 ,974 


SUMMARY 


Total 
Leg. Budget 
Fiscal 00-01 


$872,853,301 
500,000 


326,062,271 
546,291,030 
0 


$872,853,301 





Agency Description 
The Department of Transportation is responsible for serving the public by establishing and maintaining a transportation 
system that emphasizes safety, environmental preservation, cost-effectiveness, and quality. 


Summary of Legislative Action 

The legislature added $221.8 million in present law adjustments and new proposals for the biennium. This increase 
includes funding for 187.79 FTE in fiscal 2000, for a 10.3 percent increase in staffing, and 301.15 FTE in fiscal 2001, for 
a 16.6 percent increase. Significant factors contributing to this growth are: 1) increases Montana received when Congress 
reauthorized the federal-aid highway program; 2) impacts of SB 333 in which the department assumes maintenance 
responsibility for paved secondary roads; and 3) development or conversion of computerized management systems. 


Adjustments directly associated with the increases Montana anticipates receiving via the new federal Transportation 
Equity Act for the 21st Century add $188.4 million for the biennium. A discussion of the Transportation Equity Act for 
the 21st Century can be found later in this section. Adjustments for the fiscal impacts of SB 333 add $14.0 million for the 
biennium. Developing new construction related management systems and converting existing systems to.an Oracle 
platform add $1.2 million for the biennium. 


Agency Discussion 
Sources of Revenue 


The Department of Transportation is funded from a combination of state special revenue and federal special revenue 
funds. State special revenue funds can be grouped into two general categories in regard to the state constitution - 
constitutionally protected and not protected. The Constitution of the State of Montana states that revenues from gross 
vehicle weight fees and excise and license taxes on gasoline, fuel, and other energy sources that are used to propel 
vehicles on public highways are to be used solely for paying obligations incurred for construction, reconstruction, repair, 
operation, and maintenance of public highways, streets, roads, and bridges and for enforcement of highway safety, driver 
education, tourist promotion, and administrative collection costs. Constitutionally protected revenues comprise roughly 
93 percent of Department of Transportation total revenues. The remaining 7 percent of revenues are derived from special 
use permits and motor fuel penalties and interest payments. As a point of comparison, Montana's state tax on gasoline, at 
27 cents per gallon, is the nation's third highest state-imposed gasoline tax, exceeded only by Connecticut and Rhode 
Island. Federal aid for highway construction is primarily from the distribution of revenue derived from the federally 
imposed excise tax on motor fuels. Montana receives approximately twice as much in federal aid as it pays in federal 
motor fuels excise taxes. 
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Transportation Equity Act for the 21st Century 


The Department of Transportation receives federal-aid construction funding from the Federal Highway Administration 
(FHWA). The federal legislation that authorizes this funding, as of June 1998, is the Transportation Equity Act for the 
21st Century (TEA-21). The previous legislation 
Table 1 was called the Intermodal Surface Transportation 


fficiency Act (ISTEA). 
Comparison Between ISTEA and TEA-21 Barcaeaey “viele 


(millions) Based on information published by the FHWA, 
Montana's average annual apportionment (the 
amount of federal funds statutorily authorized for 
Montana) under TEA-21 is estimated to be $260 
million. The published apportionment estimates 
start at a low of $223.2 million in federal fiscal 
=F 1998 and increase to a high of $277.1 million in 
tee vate = federal fiscal 2003. Historically, Montana has 
Sete Biniod Concha ME OUPTOrErD seen 92.5 percent of the authorization levels, due 
State Funds $35 to obligation limits placed on the apportioned 
Adjustment for New Match Requirement 0 (13) federal-aid funds. After applying the obligation 
Total $35 $22 limits to the average apportionment, Montana 
— — will likely see $240 million on average each year, 
Total Construction Program Funds $213 $299 from federal fiscal 1998 through federal fiscal 
2003, for a total of $1.4 billion over the act's 6- 
year life. Table 1 shows that Montana will 
received, on average, nearly $100 million more 
per federal fiscal year of federal-aid construction 
funds under TEA-21 than under ISTEA. 


Federal-aid Construction Program : 


Federal Funds $240 
State Match Requirement 36 


Total State Funds $58 $58 


Sliding scale match ratio 87 percent federal to 13 percent state 


? ISTEA is Intermodal Surface Transportation Efficiency Act 
3 TEA-21 is Transportation Equity Act for the 21st Century 





Sliding Scale Match 


Montana receives federal highway construction funds based on a sliding scale match formula that includes factors for the 
amount of federal land in the state and the amount of financial contribution the state makes to maintaining the federal-aid 
highway system with state dollars. Montana’s current match ratio is 87 percent federal to 13 percent state for 
reimbursable federal aid projects. In order to maintain this favorable match, Montana must fully fund a certain level of 
construction activity with state funds. The department estimates that roughly $10 million is the annual level of 100 
percent state construction funds needed to maintain the current match ratio. 


In order to utilize all the federal funds apportioned to the state, state funds must be available to provide for: 1) planning 
functions required in TEA-21; 2) maintenance of the federal aid highway system to FHWA standards; 3) adequate 
management and oversight of federal aid construction projects; 4) a minimum construction program supported by 100 
percent state funds ($10 million annually); 5) matching funds for federal aid construction funds; and 6) adequate working 
capital to pay operating expenses with 100 percent state funds until federal reimbursement is provided. The department 
has stated that it needs a minimum working capital balance of $10 million to pay operating expenses. 


Highways State Special Revenue Account Stability 


Going into the session, the 1999 legislature was faced with a declining working capital balance in the highways state 
special revenue account, with projections by the Legislative Fiscal Division that the balance would be depleted during 
fiscal 2002. This was similar to the situation that faced the 1997 legislature that prompted a study of the account during 
the 1997-1998 interim. 
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HB 610 Interim Study 


The 1997 legislature was faced with a declining working capital balance in the highways state special revenue account, a 
projected deficit in the 2001 biennium, and the continued instability of the highways state special revenue account. An 
interim committee, authorized in HB 610, was charged with providing recommendations to the 1999 legislature for 
stabilizing the highways state special revenue account. In order to improve the balance between highways state special 
revenue account revenues and expenditures, the committee made several recommendations to restore balance to the 
account. 


Working Capital Projections 


The 1999 legislature took the following actions that coincided with the HB 610 committee recommendations: 1) allowed 
interest earned on the highways state special revenue account fund balance to be credited to the account rather than the 
general fund; and 2) shifted a portion of the Beparmnent of Justice funding from the highways state special revenue 
account to the general fund. 


Via HB 540, the legislature specified that, beginning in fiscal 2001, all interest and income earned on the highways state 
special revenue account must remain in the account. The legislature also shifted $2.1 million for the biennium of the 
highways state special revenue account funded activities in the Highway Patrol Operations Program to the general fund. 
The funding shift involved functions in the Highway Patrol Operations Program that were not directly related to 
enforcement of highway safety. 


Other actions by the legislature effectively counteracted the favorable impact of the funding shift and increased the 
Department of Justice’s funding from the highways state special revenue account. HB 135 provides pay increases for 
Department of Justice protective service professionals. Of the total increase, $1.6 million is funded by the highways state 
special revenue account. Present law adjustments funded by the highways state special revenue in the Department of 
Justice and pay plan funding further reduce the effects of the funding shift by $2.6 million for the biennium. Overall, the 
funding by the highways state special revenue account in the Department of Justice increases by nearly $2.1 million for 
the biennium. 


An updated analysis of the working capital balance for the highways state special revenue account is included in Table 2. 
Table 2 includes actual revenues and expenditures for fiscal 1998, all appropriations that have not reverted for fiscal 1999, 
and legislative appropriations and impacts of other legislation for fiscal years 2000 and 2001. Table 2 also includes an 
estimated reversion of $10 million in fiscal 1999. The revenue figures used for gas and diesel taxes and gross vehicle 
weight fees are HJR 2 estimates for fiscal years 1999 through 2001. The Department of Transportation has provided all 
other revenue estimates. The expenditure impacts for the pay plan are estimates based on the state benefit contribution 
increases and 3 percent annual increases for personal services funded with the account. The 2003 and 2005 biennia 
inflation adjustments assume a | percent annual growth for revenues and a 3 percent growth for expenditures. Personal 
services were excluded from the inflation calculation in the Department of Transportation program and Department of 
Justice agency expenditure projections since the personal services growth is included in the pay plan estimates. 


Table 2 includes the fiscal impacts on the highways state special revenue account of legislation passed by the 1999 
legislature. HB 540 will have a $1.6 million negative impact on the revenue in the account during the 2001 biennium and 
a $1 million negative impact on the account for each succeeding biennium. It should be noted that HB 540 requires a vote 
of the electorate so even though the impacts are included they are not certain until approved by the electorate. 


Table 2 indicates that the structural imbalance between revenue and expenditures continues to exist. The annual funding 
from the highways state special revenue account is, on average, $12.1 million higher than estimated revenue for the 2001 
biennium and $3.6 million higher for the 2003 biennium. The imbalance reverses to a position of excess revenues in the 
2005 biennium. The declining imbalance in the 2003 and subsequent biennia is primarily attributed the retirement of the 
department’s bond indebtedness for which the final debt service payment will be made in fiscal 2003. ) 
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Table 2 


Working Capital Analysis - Highways State Special Revenue Accounts : 
Projected Revenues and Expenditures 
Fiscal Years 1998 -2005 


Fiscal 1998 Fiscal 1999 Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2003 Fiscal 2004 Fiscal 2005 
Actual Appropriated Budget Budget Estimate Estimate Estimate Estimate 


BEGINNING WORKING CAPITAL BALANCE $39,249,313 $48,466,448 $30,038,968 $17,619,873 $5,870,434 ($2,034,938) ($1,383,531) $1,426,683 


REVENUE 

Gas Tax (HJ 2) $121,558,454  $124,766,000 $125,948,000 $125,641,000 $126,897,410 $128,166,384 $129,448,048  $130,742,528 

Diesel Tax (HJ 2) 47,888,506 48,094,000 48,301,000 48,509,000 48,994,090 49,484,031 49,978,871 50,478,660 

G.V.W. (HJ 2) 30,037,602 31,418,000 32,479,000 33,300,000 33,633,000 33,969,330 34,309,023 34,652,114 

Sales and Reimbursements 2,521,034 3,646,000 3,646,000 3,646,000 3,646,000 3,646,000 3,646,000 3,646,000 

Miscellaneous Other Revenues 724,600 403,260 403,260 403,260 403,260 403,260 403,260 403,260 

Impacts of Other Legislation (Revenue Impacts) : (652,328) (2,297,651) (499,660) (499,660) (499,660) (499,660) 
Prior Year Revenue Adjustment ($1,338,686) $0 $0 $0 $0 $0 $0 $0 


TOTAL REVENUE $201,391,510  $208,327,260 $210,124,932  $209,201,609 $213,074,100 $215,169,345 $217,285,542  $219,422,902 
Available Working Capital $240,640,823  $256,793,708 $240,163,900 $226,821,482 $218,944,534 $213,134,407 $215,902,011 $220,849,585 
EXPENDITURES 


MDT Expenditures 
General Operations $11,230,602 $13,530,282 $14,036,690 ° $13,816,609 $14,062,324 $14,312,408 $14,566,940 $14,825,998 
Tribal Refunds - SA 27,137 28,122 28,036 28,036 28,036 28,036 28,036 
Construction 65,007,977 97,433,206 75,822,770 72,500,530 $74,350,164 $76,246,985 $78,192,198 $80,187,037 
Maintenance 67,188,133 69,191,393 63,736,431 70,851,944 $72,123,453 $73,417,780 $74,735,336 $76,076,536 
Motor Carrier Services (G.V.W.) 4,482,676 4,822,147 4,818,099 4,788,335 $4,813,876 $4,839,553 $4,865,367 $4,891,319 
Transportation Planning 1,019,547 1,038,525 1,495,864 1,410,657 $1,442,376 $1,474,807 $1,507,968 $1,541,875 
MDT - Pay Plan (HB 13) 1,128,230 2,670,754 3,083,839 3,083,839 3,083,839 3,083,839 
Debt Service/Bond Principal & Interest $15,213,921 $13,936,402 $13,932,718 $13,935,352 $13,936,852 $3,798,551 $0 $0 
Total MDT Expenditures $164,142,856 $199,979,091 $174,998,924 $180,002,217 $183,840,919 $177,201,960 $176,979,685 $180,634,641 
Local Distributions 
County Distribution - SA 10,389,000 10,389,000 10,389,000 10,389,000 10,389,000 10,389,000 10,389,000 10,389,000 
City Distribution - SA 6,323,000 6,323,000 6,323,000 6,323,000 6,323,000 6,323,000 6,323,000 6,323,000 
Local Technical Assistance Program - SA $54,000 $54,000 $54,000 $54,000 $54,000 $54,000 $54,000 $54,000 
Total Local Distributions $16,766,000 $16,766,000 $16,766,000 $16,766,000 $16,766,000 $16,766,000 $16,766,000 $16,766,000 
Other Agency Expenditures 
Department of Justice 15,838,664 16,451,336 15,574,250 15,632,319 $15,781,592 $15,932,290 $16,084,428 $16,238,018 
Department of Justice - Pay Plan (HB 13) (estimated) 266,114 628,296 725,075 725,075 725,075 725,075 
Legislative Branch (HB 610 study, 1997 legislature) 9,137 
HB 5 Long-Range Building Program (Dept. of Fish, Wildlife & Parks) 1,175,418 1,496,730 750,000 750,000 750,000 750,000 750,000 750,000 
HB 5 Long-Range Building Program (MDT Facilities) $987,187 $2,061,583 $2,225,000 $2,225,000 $2,225,000 $2,225,000 $2,225,000 $2,225,000 
Total Other Agency Expenditures $18,010,406 $20,009,649 $18,815,364 $19,235,615 $19,481,667 $19,632,365 $19,784,503 $19,938,093 
Impacts of Other Legislation (Expenditure Impacts) $1,816,918 $1,989,938 $890,886 $917,613 $945,141 $973,495 
Equipment Program Contributed Capital (SB 333 Startup) $10,146,821 $2,957,278 
Prior Year Expenditure and Other Adjustments ($6,744,887) $0 $0 $0 $0 $0 $0 $0 


TOTAL EXPENDITURES $192,174,375  $236,754,740 $222,544,027 $220,951,048 $220,979,472 $214,517,938 $214,475,329 $218,312,230 
ESTIMATED REVERSIONS $10,000,000 

REVENUE & EXPENDITURE VARIANCE $9,217,135 ($18,427,480) ($12,419,095) ($11,749,439) ($7,905,372) $651,407 $2,810,214 $1,110,672 
ENDING WORKING CAPITAL BALANCE $48,466,448 $30,038,968 $17,619,873 $5,870,434 ($2,034,938) ($1,383,531) $1,426,683 $2,537,355 


" Includes both the highway restricted and nonrestricted accounts 


? Other legislation included in analysis: 1) Revenue impacts (SB 401, HB 138, HB 540); and Expenditure impacts (SB 164, HB 135) 





The account is still in a vulnerable position, as projections indicate the working capital balance will be completely 
depleted in fiscal 2002 before any recovery is seen. Even though the account is projected to move into a position of 
excess revenues in fiscal 2003 the projections indicate that the position will again begin to reverse in fiscal 2005 as the 
relatively inelastic revenue base begins to become dominated by expenditure inflation. The working capital balance will 
be depleted during the 2003 biennium and after a short-lived recovery remain below the $10.0 million level the 
department needs to provide adequate cash flow. Therefore, the department will need to utilize short-term debt or other 
financing methods to make payments for current operations. This will add to the cost of doing business. 
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Reports 


The legislature directed the department to provide reports of the activities and results associated with selected budget 
requests. The agency was directed to provide these reports to the General Government and Transportation appropriations 
subcommittee during hearings of the 2001 legislature. Table 3 summarizes the reports. 


Table 3 
Reports for the 2001 Legislature 
Department of Transportation 


Decision Package Required Content of Report — 


General Operations (01): 
PL 6 - AASHTO Training who attended the training and how the agency benefited from each 
individual attending the training 
NP 16 - Investigative Services investigations and results associated with expenditures from the 
appropriation 
NP 33 - Motor Fuel Tax Auditors increased fuel tax revenues directly resulting from this auditing function 


Construction Program (02): 
NP 5 - Safety Management Development System detailing the activity of the system and benefits gained from it 
NP 10 - Microfilm Conversion Contract detailing the goals and attainment of the goals for this project 


Maintenance Program (03): 

PL 2 - Road Reporting/Traveler Services detailing the status and accomplishments of the road reporters and 
remote weather information sites and to identify any improved productivity 
resulting from the use of the new technology 


Motor Carrier Services (22): 
NP 37 - Internet Permit Program detailing the use of internet for permits, the satisfaction of users on the 
training, and the growth of credit card fees 





Other Legislation 

Senate Bill 89 - SB 89 requires the Department of Commerce to design and the Department of Transportation to erect 
signs identifying visitor information centers. The Department of Transportation estimated the cost to implement SB 89 
would be $33,000 for the biennium and stated that the cost would be absorbed in the agency’s budget. 


Senate Bill 133 - SB 133 established a numerical daytime speed limit. SB 133 becomes effective during fiscal 1999. The 
department has indicated that it will absorb in their fiscal 1999 operating budget the $1.5 million cost of producing and 
installing the speed limit signs to implement SB 133. 


Senate Bill 164 - SB 164 revises statutes related to noxious weed management and transfers $1,125,000 annually, during 
the 2001 biennium, from the highway nonrestricted account to the noxious weed management trust fund. 


Senate Bill 205 - SB 205 increases the aviation gasoline license tax from 3 cents to 4 cents per gallon and provides that 50 
percent of the increase collected from passenger air carriers be used for airport pavement preservation projects. SB 205 
excludes fuel sold to the federal defense fuel supply center from the aviation gasoline license tax. An adjustment was 
made to HB 2 to increase state special revenue spending authority by $590,000 for the biennium to restore services and 
programs that were reduced or eliminated by previous legislative actions. 


Senate Bill 333 - SB 333 revises laws concerning paved secondary roads and requires the Department of Transportation to 
assume maintenance responsibility for these roads. An adjustment was made to HB 2 to increase federal special revenue 
by $1.4 million and state special revenue spending authority by $12.6 million for the biennium to implement SB 333. The 
department stated that the approved FTE would only provide 25 percent of the identified needs in fiscal 2000 and 75 
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percent of the needs in fiscal 2001. The department will evaluate the program during the interim and provide the 2001 
legislature with a revised request for new FTE. 


Senate Bill 401 - SB 401 redefined agricultural use for the purpose of gasoline and special fuel tax refunds. An 
adjustment was made to HB 2 to increase state special revenue spending authority by $38,304 for the biennium to 
implement SB 401. The department estimates that SB 401 will reduce revenue to the highways state special revenue 
account by nearly $1.3 million over the biennium. 


Senate Bill 421 - SB 421 directs the department to create a scenic-historic byways program. While the department 
showed that SB 421 will increase state special revenue expenditures by $30,000 and federal special revenue by $120,000 
over the biennium, the legislature provided no additional funding for these expenditures. 


House Bill 135 - HB 135 provides an appropriation to the Department of Justice for pay increases for certain protective 
service professionals. HB 135 increases the highways state special revenue funding of the Department of Justice by $1.6 
million over the biennium. 


House Bill 138 - HB 138 eliminated the annual license renewal fee for wholesale gasoline and special fuel distributors and 
the licensing requirement that applies to a person who sells gasoline or special fuel for which a refund may be claimed. 
The department estimates that HB 138 will reduce revenue to the highways state special revenue account by $17,600 over 
the biennium. 


House Bill 540 - HB 540 revised the taxation of certain vehicles and replaced the current system of taxation of © 


automobiles, vans, sport utility vehicles, and light trucks with a registration fee on light vehicles. HB 540 also repeals the 
sales tax on new motor vehicles and allows a county to impose a local option fee on motor vehicles with voter approval. 
It is estimated that HB 540 will reduce revenue to the highways state special revenue account by $1.6 million over the 
biennium. 


Agency Budget Comparison 





Base 
Budget 
Fiscal 1998 


1,819.51 


Personal Services 
Operating Expenses 
Equipment 


69,000,484 
245,780,766 
1,030,285 
5,646,720 
250,000 
3,774,647 
16,199 

Debt Service 10,682 


Total Costs $325,509,783 
General Fund 
State/Other Special 148,865,200 
Federal Special 176,394,583 
Proprietary 0 


250,000 


Total Funds $325,509,783 


Executive Budget Comparison 


Executive 
Budget 
Fiscal 2000 


1,979.26 


76,027,787 
339,564,147 
2,591,296 
Ly1535515 
250,000 
6,514,265 
35,000 
15,182 


$436,151,192 
250,000 
170,312,267 
265,588,925 
0 


$436,151,192 


Legislative 
Budget 
Fiscal 2000 


2,007.30 


77,711,932 
343,934,137 
2,188,296 
L18}53°5 15 
250,000 
6,589,265 
35,000 
15,182 


$441,877,327 
250,000 
161,538,853 
280,088,474 
0 


$44 1,877,327 


Leg — Exec. 
Difference 
Fiscal 2000 


1,684,145 
4,369,990 
(403,000) 

0 


0 
75,000 
0 


0 

* $5,726,135 
0 
(8,773,414) 
14,499,549 

0 


$5,726,135 


Executive 
Budget 
Fiscal 2001 


1,977.18 


75,632,359 
335,275,181 
2,028,723 
12,163,515 
250,000 
6,118,700 
35,000 
15,182 


$43 1,518,660 
250,000 
168,939,213 
262,329,447 
0 


$43 1,518,660 


Legislative 
Budget 
Fiscal 2001 


2,120.66 


80,700,021 
329,813,833 
1,804,723 
12,163,515 
250,000 
6,193,700 
35,000 
15,182 


$430,975,974 


250,000 
164,523,418 
266,202,556 

0 





$430,975,974 


Biennium 
Difference 
Fiscal 00-01 


Leg — Exec. 
Difference 
Fiscal 2001 


5,067,662 
(5,461,348) 
(224,000) 
0 


0 
75,000 
0 
0 


($542,686) 


0 
(4,415,795) 
3,873,109 
0 


($542,686) 


The legislative budget reflects an increase of $5.2 million from the executive proposal. State special revenue is $13.2 
million lower than the executive proposal and federal special revenue is $18.4 million higher. The most significant factor 
for the increase of total funds is the agency's alteration of a present law adjustment tied to the federal-aid construction 
program. The agency reduced this request by $6,587,305 because of revised estimates for highway construction projects. 
The agency withdrew five requests for a net reduction of $385,500. The legislature did not approve one present law 
adjustment and three new proposals for a net reduction of $270,848. The legislature approved a new request that was not 
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in the executive proposal for an increase of $24,740. The legislature also modified nineteen requests for a net reduction of 
$2,192,253 and reduced the request by $77,104 because of fixed cost rate reductions. Agency requests that were modified 
and had significant funding impacts are: 1) a reduction of $500,000 from the General Operations Program's computer 
request; and 2) a reduction of $400,000 from the Maintenance Program's present law adjustment for maintenance costs at 
rest area and other facilities. The legislature also approved temporary funding in the operating expense category for the 
equivalent of 29.5 FTE without increasing permanent FTE. The legislature approved a funding switch that moved $20.7 
million of authority from state special revenue to federal special revenue for highway maintenance activities that now 
qualify for federal-aid funding but were previously funded entirely with state special revenue. 


The legislature added $26.3 million state special revenue and $1.4 million federal special revenue spending authority to 
address the biennium expenditure impacts of SB 205, SB 333, and SB 401. 


Language 

"The department may adjust appropriations in the Construction, Maintenance, and Transportation Planning programs 
between state special and federal special revenue fund types if the total state special revenue authority for these programs 
is not increased by more than 10 percent of the total appropriations established by the legislature for each program. All 
transfers between fund types must be fully explained and justified on budget documents submitted to the Office of Budget 
and Program Planning, and all fund transfers of more than $1 million in any 30-day period must be communicated to the 
Legislative Finance Committee in a written report." 


"It is the goal of the department to assist and help provide the opportunity for current or previous Families Achieving 
Independence in Montana (FAIM) participants to receive highway construction jobs. The department's goal is for 200 
FAIM participants to be employed on highway construction jobs by the end of fiscal year 2000 and for 300 FAIM 
participants to be employed on highway construction jobs by the end of fiscal year 2001." 


"It is the goal of the department to assist and help provide the opportunity for current or previous FAIM participants from 
tribal reservations to receive highway construction jobs that are located off of tribal reservations. The department's goal is 
for 100 FAIM tribal member participants to be employed on off-reservation highway construction jobs by the end of fiscal 
year 2000 and for 200 FAIM tribal member participants to be employed on off-reservation highway construction jobs by 
the end of fiscal year 2001." 


"All federal special revenue appropriations in the department are biennial appropriations." 


DEPARTMENT OF TRANSPORTATION A-63 SUMMARY 


DEPARTMENT OF TRANSPORTATION 


Program Proposed Budget 


Budget Item 


FTE 
Personal Services 
Operating Expenses 
Debt Service 

Total Costs 
State/Other Special 
Federal Special 
Proprietary 


Total Funds 


Base 
Budget 
Fiscal 1998 


140.77 


5,239,051 
5,962,427 
212,258 
74,999 
4,763 


$11,493,498 
11,206,491 
287,007 

0 


$11,493,498 


PL Base 
Adjustment 
Fiscal 2000 


(.50) 


215,201 
1,765,196 
489,062 
0 

0 


$2,469,459 
2,394,537 
74,922 

0 


$2,469,459 


New 
Proposals 
Fiscal 2000 


9.00 


326,080 
197,285 
12,500 
0 

0 


$535,865 
435,662 
100,203 
0 


$535,865 


Total 
Leg. Budget 
Fiscal 2000 


149.27 


5,780,332 
7,924,908 
713,820 
74,999 
4,763 


$14,498,822 
14,036,690 
462,132 

0 


$14,498,822 


1-GENERAL OPERATIONS PROGRAM 


PL Base New Total Total 
Adjustment Proposals Leg. Budget Leg. Budget 
Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


(.50) 9.50 149.77 
191,534 340,230 
1,685,366 192,037 
So l2 0 583,770 
0 0 74,999 

0 0 4,763 


5,770,815 
7,839,830 


$2,248,412 $532,267 $14,274,177 
2,172,934 437,184 13,816,609 
75,478 95,083 457,568 

0 0 0 
$532,267 


$2,248,412 $14,274,177 





Program Description 

The General Operations Program provides administrative ainoor services for the department, including general 
administration and management; accounting and budgeting; public affairs; computer systems support; personnel; goods 
and services procurement; and administration of motor fuel taxes. The General Operations Program is authorized by 2-15- 
2501(3), MCA. 


Funding 

The General Operations Program is primarily funded from the highways state special revenue fund. The highways state 
special revenue fund receives revenue primarily from motor fuel taxes and gross vehicle weight permit fees. Federal 
funding is available for assistance for disadvantaged businesses, training, public information, and fuel tax evasion 
prevention efforts. The General Operations Program receives federal funds via a $25,000 grant and 0.25 percent of the 
state's allotment of Surface Transportation Program funds for fuel tax evasion prevention efforts. The program also 
receives federal reimbursement of certain direct administrative expenses. For the 2001 biennium, state special revenue 


provides 96.8 percent of the program's total funding and federal special revenue provides the remaining 3.2 percent. 
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Present Law Adjustments 


Present Law Description 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


Highway Maps 


Human Resources Legal Services 
AASHTO Training 

DBE Travel / Training 

Digital Media Services 

Lockheed Contract 

Networking Contracted Services 
Equipment Rental 

Road Reporting 

DBE Supportive Services 
Overtime and Differential Pay 


Fiscal 2000 
FTE 


Fiscal 2000 
General 
Fund 


1-GENERAL OPERATIONS PROGRAM 


Fiscal 2000 
Total Fiscal 2001 
Funds FTE 


Fiscal 2001 
Total 
Funds 


Fiscal 2001 
General 
Fund 


196,579 
(6,977) 
1,032,432 


173,087 
(5,204) 
932,864 


$1,222,034 $1,100,747 


(98,559) 
5,032 
16,030 
146,472 
25,000 
650,334 
50,000 
3,725 
(87,898) 
29,576 
36,944 
509,062 


(98,559) 
5,032 
16,030 
146,012 
25,000 
668,321 
50,000 
4,163 


oo 2.0 0 oo 6.0 So SO &-6 
Sores O SO Ose eee Osc) Ga 


Computer Equipment and Software 


Fixed Cost Reductions (38,293) 


F 
oO 
fF 
oO 


Total PL Adjustments $1,247,425 $1,147,665 





Present Law Adjustments Total $2,469,459 $2,248,412 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 2 - Highway Maps - The legislature reduced state special revenue by the base amount associated with the production 
of Montana highway maps and indicated its intent that the cost to produce and distribute highway maps should come from 
the bed tax in the Department of Commerce. The Department of Transportation has historically provided state special 
revenue to the Montana Promotions Division in the Department of Commerce to produce the state highway map. 


DP _3 - Human Resources Legal Services - The legislature increased state special revenue for contracted services to 
investigate potential employee misconduct discovered either internally or through complaints made directly to the 
department, the Legislative Auditor's Office, Citizen's Advocate Office, hearings officers, or through correspondence to 
the Governor. 


DP 6 - AASHTO Training - The legislature increased state special revenue for travel and training registration expenses for 
personnel to attend American Association of State Highway Transportation Officers (AASHTO) management training 
courses. The legislature identified this as a one-time-only appropriation and directed the agency to provide a report to the 
legislature detailing who attended the training and how the agency benefited from each individual attending the training. 
The report is to be provided to the joint appropriations subcommittee on general government and transportation in the 
2001 legislature. 


DP 8 - DBE Travel / Training - The legislature increased federal special revenue to provide services to disadvantaged 
business enterprise (DBE) firms and women-owned business enterprise firms. Under the Disadvantaged Business 
Enterprise Supportive Services Program, disadvantaged business enterprise firms and women-owned business enterprise 
firms are reimbursed by the department for 50 percent of the costs of registration, travel, lodging, and meals for attending 
qualified training sessions and workshops. Under the Indian outreach portion of the program, Indian owned firms are 
reimbursed for 100 percent of the costs of registration, travel, lodging, and meals for attending qualified training sessions 
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and workshops. 


DP 12 - Digital Media Services - The legislature increased state special revenue for maintenance contracts associated with 
the department's Xerox Docutech, 5390 copier, and the specialized computer equipment in the department's roadway — 
imaging van. 


DP_13 - Lockheed Contract - The legislature increased state special revenue to annualize the cost of the contract with 
Lockheed-Martin for enhancements and on-going maintenance fees of the Montana On-line Tax and Reporting System. 


DP 14 - Networking Contracted Services - The legislature increased state special revenue for the department to contract 
for support of its local area networks and network servers 


DP 18 - Equipment Rental - The legislature increased state special revenue to cover the program's share of increases in the 
department's Equipment Program. 


DP_19 - Road Reporting - The legislature reduced 1.50 FTE in each year and reduced state special revenue for the 
permanent transfer of the road reporting function and FTE from the General Operations Program to the Maintenance 
Program. 


DP 20 - DBE Supportive Services - The legislature added 1.00 FTE for each year and increased federal special revenue to 
administer the Disadvantaged Business Enterprises (DBE) Supportive Services Program. 


DP 22 - Overtime and Differential Pay - The legislature approved state special revenue of $71,362 and federal special 
revenue of $2,526 for the biennium for overtime and differential pay. 


DP_27 - Computer Equipment and Software _- The legislature increased state special revenue to upgrade computer 
hardware and software. The legislature designated this as a one-time-only appropriation. 


DP 44 - Fixed Cost Reductions - The legislature reduced state special revenue to adjust fixed costs for rate reductions that 
had statewide impacts. 


New Proposals 
Fiscal 2000 Fiscal Fiscal 2001 Fiscal 2001 
Fiscal 2000 General 2000 Fiscal 2001 General Total 
Description FTE Fund Total FTE Fund Funds 
Funds 


Project Financial Management ‘ 19,543 
TEA-21 237,940 
Utility Auditor Position 62,187 
Investigative Services 4 62,500 
Electronic Commerce : 45,230 
Compliance Review Training . 7,000 
Motor Fuel Tax Auditors 49,990 
Administrative Support ; 25,000 
Advisory Commission : 12,370 
SB 401 - Ag Use Fuel Tax Refunds : 14,105 


ooocococoo 


Total New Proposals 


Ff 
oO 


$535,865 





New Proposals 


DP 4 - Project Financial Management _- The legislature added 0.5 FTE for each year and increased state special revenue 
by $7,795 and federal special revenue by $31,177 for the biennium to implement changes that result from Federal 
Highway Administration requirement changes and customer focus study recommendations. 


DP _10 - TEA-21 - The legislature added 6.00 FTE for each year and increased state special revenue by $408,036 and 
federal special revenue by $60,521 for the biennium to address workload increases in the Administration Division that are 
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anticipated to result from the passage of the new federal-aid highway construction funding program. The federal-aid 


construction program has increased with the passage of the Transportation Equity Act for the 21st Century, which 
increased federal aid available to Montana. The increased construction program would result in direct workload increases 
in the Accounting Services Bureau for payroll and transfer warrant claim processing and the project management section 
of the Financial Management Bureau due to the increased number of active projects and the associated processes involved 
with receiving federal reimbursement. 


DP 11 - Utility Auditor Position - The legislature added 1.00 FTE for each year and increased state special revenue by 
$15,478 and federal special revenue by $103,588 for the biennium for the audits and compliance reviews of utility right- 
of-way projects. 


DP _16 - Investigative Services - The legislature increased state special revenue for a contract with the Montana 
Department of Justice to investigate suspected internal and external irregularities relative to contract administration and 
fuel tax enforcement and to investigate fuel tax fraud cases. The legislature restricted this appropriation to only this use 
and designated it as a biennial appropriation. The legislature also directed the department to report on the investigations 
and results associated with expenditures from this appropriation. The reports will be presented to the General 
Government and Transportation appropriations subcommittee in the 2001 legislature. 


DP 24 - Electronic Commerce - The legislature increased state special revenue as a biennial appropriation to implement 
electronic business tax, license, and permit filing and electronic tax payments using electronic funds transfer standards in 
cooperation with the Department of Revenue. 


DP 31 - Compliance Review Training - The legislature increased state special revenue for consultant services to provide 
continuing education training for Compliance Review/Internal Audit staff. 


DP 33 - Motor Fuel Tax Auditors - The legislature added 1.00 FTE for each year and increased state special revenue for 
an additional fuel tax auditor to conduct fuel tax compliance audits of fuel importers and exporters and construction 
contractors. The legislature also directed the department to report on the increased fuel tax revenues directly resulting 
from this auditing function. The report is to be provided to the General Government and Transportation appropriations 
subcommittee in the 2001 legislature. 


DP 42 - Administrative Support - The legislature increased state special revenue to contract for clerical support in the 
Compliance Review/Internal Audit section. 


DP 43 - Advisory Commission - The legislature increased state special revenue as a one-time-only, biennial appropriation 
for costs associated with an advisory council to evaluate and provide recommendations on transportation issues. 


DP 48 - SB 401 - Ag Use Fuel Tax Refunds - The legislature passed SB 401 and increased state special revenue to 
implement the act that revises the definition of agricultural use for gasoline and special fuel tax refund purposes. SB 401 
is only a temporary measure that sunsets at the end for fiscal 2001 after the department conducts a review of the fuel tax 
refund process. 


Language 

"The legislature has considered and chosen not to fund the production of Montana state highway maps with revenue from 
highway users fees and motor fuel taxes. It is the intent of the legislature that funding for Montana state highway maps 
come from lodging facilities use tax revenue in the Department of Commerce." 


"Item 1g [SB 401 — Agricultural Use Fuel Tax Refunds] is contingent upon passage and approval of Senate Bill No. 401." 
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Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 889.83 107.29 14.25 1,011.37 146.15 14.25 1,050.23 


Personal Services 33,031,284 5,076,026 390,576 38,497,886 5,883,496 387,847 39,302,627 
196,336,341 87,827,148 1,327,369 285,490,858 68,397,312 530,369 265,264,022 

433,156 715,236 1,148,392 463,800 896,956 

5,613,205 5,386,795 11,000,000 6,386,795 0 12,000,000 

109,814 186 110,000 186 0 110,000 

Debt Service S219 4,500 10,419 4,500 0 10,419 


Total Costs $235,529,719 $99,009,891 $1,717,945  $336,257,555 $81,136,089 $918,216  $317,584,024 
General Fund 0 0 0 0 0 0 0 
State/Other Special 65,007,977 10,058,814 755,979 75,822,770 7,211,503 281,050 72,500,530 
Federal Special 170,521,742 88,951,077 961,966 260,434,785 73,924,586 637,166 245,083,494 


Total Funds $235,529,719 $99,009,891 $1,717,945  $336,257,555 $81,136,089 $918,216 $317,584,024 





Program Description 

The Construction Program is responsible for construction project planning and development from the time a project is 
included in the long-range work plan through the actual construction of the project. Program responsibilities include such 
tasks as project design, environmental documents and permits, right-of-way acquisitions, issuing contract bids, awarding 
contracts, and administering construction contracts. Contract administration is the documentation, inspection, and testing 
of highway construction projects from the time the contract is awarded to a private contractor until the project is 
completed and the work approved as meeting established construction standards. The Construction Program is mandated 
by 2-15-2501(1), MCA; Title 60, MCA; and 23 USC 116. 


Funding 

Applicable federal reimbursable costs of the federal-aid construction program are funded with highways state special 
revenue funds and federal special revenue funds apportioned to Montana under the Transportation Equity Act for the 21st 
Century federal transportation funding laws (TEA-21). Construction design, construction, and construction management 
costs and direct administrative costs for construction activities are generally applicable for federal reimbursement. The 
state match requirement is based on a sliding scale match, which generally is 87 percent federal with a 13 percent state 
match. The 100 percent state-funded construction program (formerly known as the Reconstruction Trust Fund program) 
is funded entirely with the highways state special revenue fund. The primary sources of revenue for the highways state 
special revenue fund are highway users fees derived from motor fuel taxes and gross vehicle weight fees. 


For the 2001 biennium, state special revenue provides 22.7 percent of the program's funding and federal special revenue 
provides the remaining 77.3 percent. 
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Present Law Adjustments 


Present Law Description 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 
Present Law Adjustments 
Expanded Federal Aid Program 
Seismic Analysis & Retrofit of High 
Environmental Services Positions 
Core Drill FTE 
Utility Technician Position 


Total PL Adjustments 


Present Law Adjustments Total 


Fiscal 2000 Fiscal 2000 
Fiscal 2000 General Total 
FTE Fund Funds 


(1,335,051) 
78,400 
(3,058) 


($1,259,709) 


100,063,384 
105,714 
29,878 
55,699 
14,925 


$100,269,600 


$99,009,891 


2-CONSTRUCTION PROGRAM 


Fiscal 2001 Fiscal 2001 
Fiscal 2001 General Total 
FTE Fund Funds 


(1,479,826) 


($1,419,969) 


82,351,199 
105,034 
29,641 
55,365 
14,819 


$82,556,058 





$81,136,089 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP _1 - Expanded Federal Aid Program - The legislature added 102.84 FTE in fiscal 2000 and 141.70 FTE in fiscal 2001 
and increased state special revenue. by $40.4 million and federal special revenue by $142.1 million for the biennium for 
expanded highway construction activities. The Transportation Equity Act for the 21st Century (TEA-21), a six-year 
federal transportation funding law, increased the federal aid to Montana by approximately 60 percent beginning in federal 
fiscal year 1998. Previously Montana received $161 million per federal fiscal year in federal aid for funding highway 
construction and construction related activities. Under the Transportation Equity Act for the 21st Century Montana will 
receive an average of $260 million per federal fiscal year in federal aid. This increase in federal aid will cause the 
Construction Program to be substantially increased in several areas, including preconstruction (design), right-of-way 
acquisition, incidental construction, environmental engineering services, and actual project construction. The Montana 
Department of Transportation plans to address the increased activities with a combination of increased FTE, increased 
Overtime, and increased use of consultants. The actual project construction is performed by contractors and would 
increase substantially, especially in the later years of the Transportation Equity Act for the 21st Century. 


DP_14 - Seismic Analysis & Retrofit of High - The legislature added 3.00 FTE for each year and increased state special 
revenue by $42,150 and federal special revenue by $168,598 for the biennium to hire three seismic engineers. These 
seismic engineers would be used to develop retrofit plans for approximately 731 on-system bridges that have been 
identified as being at risk. These engineers would also provide support to the design staff for new bridges constructed in 
seismic regions of the state. 


DP 23 - Environmental Services Positions - The legislature added 0.95 FTE for each year and increased state special 
revenue by $11,904 and federal special revenue by $47,615 for the biennium to increase the availability of biologists in all 
construction districts. 


DP 25 - Core Drill FTE - The legislature increased state special revenue by $22,207 and federal special revenue by 
$88,857 for the biennium to provide funding for the fully funded, less pay plan increases, equivalent of 1.5 FTE. The 
legislature provided the funding in the operating expense category without authorizing the addition of permanent staffing 
positions for a third core drill crew. 
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DP 29 - Utility Technician Position - The legislature added 0.50 FTE for each year and increased state special revenue by 
$3,866 and federal special revenue by $25,878 for the biennium for a utility technician position to address increased 
workload requirements. Workload has increased as a result of expanded documentation requirements of utility relocation 
permits that are associated with congestion mitigation and air quality projects. 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


250,000 

37,285 
350,000 

55,664 
100,000 
223,160 
100,000 
151,836 
100,000 
250,000 
100,000 


Safety Management Development System 
Training & Development Specialist 
Microfilm Conversion Contract 
Expanded Research Activity 
Contractor Payment System 
Pavement Management Positions 
Construction Management System 
SHRP Superpave Positions 
Computer System for Contract Plans 
Preconstruction Management System 
Wetland Mitigation Site Monitoring 


coocoocococjoco 
oooocoococjoco 
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Total New Proposals $1,717,945 


New Proposals 

DP_5 - Safety Management Development System - The legislature increased state special revenue by $25,000 and federal 
special revenue by $225,000 for the biennium to develop software for integrating traffic crash information into the 
highway design process with the goal of building safer roadways. The software would correlate roadway geometric 
features with traffic crash records. This would be used to review existing data, integrate the roadway geometric data into 
an Oracle database, and develop the programming for accident analyses in relation to the roadway characteristics of width, 
design speed, and curvature. The legislature identified this as a one-time-only, biennial appropriation and directed the 
agency to provide a report to the legislature detailing the activity of the system and benefits gained from it. The report is 
to be provided to the General Government and Transportation appropriations subcommittee in the 2001 legislature. 


DP 8 - Training & Development Specialist - The legislature added 1.00 FTE and increased state special revenue by $9,665 
and federal special revenue by $64,680 for the biennium to develop, administer, and maintain a technician certification 
program. Transportation Equity Act for the 21st Century standards for quality assurance require a program for certifying 
technicians who test materials for acceptance on all highway projects that utilize federal aid. In approving the executive — 
request, the legislature directed that state funding should be leveraged with federal funding as allowable for this function. 


DP _10 - Microfilm Conversion Contract - The legislature increased state special revenue by $350,000 for the biennium to 
contract for conversion of existing microfilmed projects to an electronic document management system. The legislature 
identified this as a one-time-only, biennial appropriation and directed the agency to provide a report to the legislature 
detailing the goals and attainment of the goals for this project. The report is to be provided to the General Government 
and Transportation appropriations subcommittee in the 2001 legislature. 


DP 18 - Expanded Research Activity - The legislature added 1.70 FTE for each year and increased state special revenue 
by $22,203 and federal special revenue by $88,809 for the biennium for expanded research activities resulting from 
increased federal highway funding. 


DP 22 - Contractor Payment System - The legislature increased state special revenue by $30,000 and federal special 
revenue by $120,000 for the biennium to replace the program's 15 year old contractor payment system and to train system 
users. The legislature identified this as a one-time-only, biennial appropriation. 


DP 26 - Pavement Management Positions - The legislature added 6.55 FTE for each year and increased state special 
revenue by $89,608 and federal special revenue by $358,431 for the biennium to provide staff for the upgraded pavement 
management system. 


DEPARTMENT OF TRANSPORTATION A-70 CONSTRUCTION PROGRAM 


DEPARTMENT OF TRANSPORTATION 2-CONSTRUCTION PROGRAM 


DP 29 - Construction Management System - The legislature increased state special revenue by $25,000 and federal special 
revenue by $100,000 for the biennium to replace the construction cost scheduling system. The legislature identified this 
as a one-time-only, biennial appropriation. 


DP 34 - SHRP Superpave Positions - The legislature added 5.00 FTE for each year and increased state special revenue by 
$60,553 and federal special revenue by $242,212 for the biennium to implement the Superpave process for designing 
highway surface materials. The Superpave process came out of the Strategic Highway Research Program (SHRP) and is a 
new process for determining highway surface material designs based on consideration of environmental conditions 
(temperature) and traffic patterns for each construction project. 


DP _36 - Computer System for Contract Plans - The legislature increased state special revenue to develop a computer 
system to allow the Montana Department of Transportation to provide electronic on-line bidding for construction projects 
and monitor all submitted bids electronically. The legislature identified this as a one-time-only, biennial appropriation. 


DP 40 - Preconstruction Management System - The legislature increased state special revenue by $100,000 and federal 
special revenue by $400,000 for the biennium to upgrade the preconstruction management system. The legislature 
identified this as a one-time-only, biennial appropriation. 


DP 43 - Wetland Mitigation Site Monitoring - The legislature increased state special revenue to monitor and maintain 
wetlands that result from or are impacted by highways constructed with federal-aid funds. The funding will be used to 
monitor the performance of the vegetative community, inventory wildlife and macro invertebrates, make habitat 
improvements, repair/reconstruct wetland, perform aerial photography, control weeds, test water, and prepare reports. 
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Program Proposed Budget 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2000 


PL Base 
Adjustment 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


Base 
Budget 


Budget Item Fiscal 1998 


605.43 3.00 36.50 644.93 4.00 109.50 718.93 


28,464,479 
53,854,606 
177,527 
163,515 


386,561 
4,796,766 
1,320 
130,000 


3,608,728 
7,390,771 


0 
0 


24,469,190 
41,667,069 
176,207 
33,515 


489,695 1,279,628 
4,214,181 1,738,488 
2,807 0 
120,000 0 


26,238,513 
47,619,738 
179,014 
153,515 


Total Costs $66,345,981 $4,826,683 $3,018,116 $74,190,780 $5,314,647 $10,999,499 $82,660,127 $156,850,907 


4,725,334 
101,349 


(7,334,884) 
10,353,000 


63,736,431 
10,454,349 


5,212,378 
102,269 


(706,415) 
11,705,914 


70,851,944 
11,808,183 


134,588,375 
22,262,532 


State/Other Special 66,345,981 
Federal Special 0 


Total Funds $66,345,981 $4,826,683 $3,018,116 $74,190,780 $5,314,647 $10,999,499 $82,660,127 





Program Description 

The Maintenance Program is responsible for preserving and maintaining a safe and environmentally-sound state highway 
transportation system and its related facilities. Major maintenance activities include the patching, repair, and periodic 
sealing of highway surfaces; snow removal; and sanding. The Maintenance Program is authorized by 2-15-2501(1), MCA; 
Title 60, MCA; and 23 USC 116. 


Funding 

The Maintenance Program was funded entirely with highways state special revenue funds during the base year. A 
present law adjustment to transfer the road reporter function to the program and a funding switch that provided federal 
special revenue for qualifying maintenance activities have reduced the state special revenue funding to 85.8 percent for 
the 2001 biennium. 


Present Law Adjustments 

Fiscal 2000 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
General 
Fund 


Fiscal 2001 
FTE 


Fiscal 2000 


Present Law Description RE 


Statewide Present Law 


1 
2 
3 
4 


Pre ONDMN 


Personal Services 
Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 
Present Law Adjustments 


Rest Areas and Facilities Maintenance 
Road Reporting/Traveler Services 
Roadway Maintenance/Pavement Presv 
Land Purchases 

Winter Maintenance 

Equipment Rental 

Overtime and Differential Pay 

Noxious Weed Control 

Maintenance Program FTEs 
Temporary Seasonal FTEs 


Total PL Adjustments 


Present Law Adjustments Total 


ooooccococo 


OS ) 
So 


(1,334,496) 
4,353 
(1,181) 


($1,331,324) 


533,194 
302,116 
70,711 
120,000 
466,760 
1,783,768 
1,733,257 
164,123 
48,502 
935,576 


$6,158,007 


$4,826,683 
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(1,472,356) 
3,861 
(1,181) 


($1,469,676) 


$6,784,323 


$5,314,647 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 
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DP_1 - Rest Areas and Facilities Maintenance - The legislature increased state special revenue for operating and 
maintenance costs at existing and new rest areas. The legislature designated $324,000 of this increase, which is for 
converting four sites into year-round facilities, as a one-time-only, biennial appropriation. 


DP 2 - Road Reporting/Traveler Services - The legislature added 1.50 FTE for each year and increased state special 
revenue by $396,883 and federal special revenue by $203,618 for the biennium for a transfer of the road reporting 
function and FTE from the General Operations Program to the Maintenance Program. The funding also annualizes 
maintenance costs for remote monitoring sites that began operating partway through fiscal 1998 and upgrades other 
remote monitoring sites that are used for extracting and transmitting information on road and weather conditions to the 
Helena headquarters building. The legislature identified this as a one-time-only, biennial appropriation and directed the 
agency to provide a report to the legislature detailing the status and accomplishments of the road reporters and remote 
weather information sites and to identify any improved productivity resulting from the use of the new technology. The 
report is to be provided to the General Government and Transportation appropriations subcommittee in the 2001 
legislature. 


DP. 3 - Roadway Maintenance/Pavement Presv - The legislature increased state special revenue for increased contracted 
pavement preservation, traffic line paint, public awareness, and employee training. This funding would be used for 
pavement preventive maintenance activities on the state's 19,500 lane miles of roads and to expand the department's 
public awareness efforts to provide information on maintenance activities. 


DP. 4 - Land Purchases - The legislature increased state special revenue to begin the process of purchasing land for new 
locations that will be proposed for the long-range building program for the 2003 biennium. This increase would be used to 
research potential land sites, find willing sellers, and conduct title searches and surveys. 


DP 5 - Winter Maintenance - The legislature increased state special revenue to purchase inventories of road salt, sand, and 
liquid de-icer. 


DP 6 - Equipment Rental - The legislature increased state special revenue to cover the program's share of increases in the 
department's Equipment Program. 


DP 7 - Overtime and Differential Pay - The legislature approved state special revenue for overtime and differential pay. 


DP 9 - Noxious Weed Control - The legislature increased state special revenue for reimbursements made to counties for 
expenditures made for noxious weed control. The legislature restricted the appropriation of the base and the increase only 
for use in noxious weed control. 


DP._13 - Maintenance Program FTEs - The legislature added 1.50 FTE for fiscal 2000 and 2.50 FTE for fiscal 2001 and 
increased state special revenue to increase the staff for road reporting and maintenance staff in the Wolf Point and Billings 
areas. The road reporting function would be increased by 0.50 FTE for each year, 1.00 FTE in each year would be used to 
maintain primary P99 (Malta to the Canadian boarder) in the Wolf Point area, and 1.00 FTE in fiscal 2001 would maintain 
the Mossmain scale, Laurel bridge and connectors, and the new Shilo interchanges in the Laurel section of the Billings 
area. 


DP 44 - Temporary Seasonal FTEs - The legislature increased state special revenue to provide funding for additional 
staffing for winter operations. In doing so the legislature provided funding for the fully funded equivalent of 26.00 FTE 
(less pay plan increases). The legislature provided the funding in the operating expense category without authorizing the 
addition of permanent staffing positions for winter maintenance. 
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DEPARTMENT OF TRANSPORTATION 3-MAINTENANCE PROGRAM 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


Maintenance Manual : 37,500 ‘ 37,500 
Maintenance Funding Shift : 0 0 
SB 333 - Maintain Paved Secondaries 5 2,980,616 10,961,999 





Total New Proposals : $0 $3,018,116 $10,999,499 


New Proposals . 

DP 38 - Maintenance Manual - The legislature increased state special revenue to develop a new operations manual for the 
Maintenance Program. This new operations manual would reflect current policies, procedures, and practices and would 
expand the current manual. The legislature identified this as a one-time-only, biennial appropriation. 


DP 45 - Maintenance Funding Shift - The legislature shifted funding of $20,706,000 for the biennium from state special 
revenue to federal special revenue to fund maintenance activities that qualify for reimbursement with federal-aid highway 
construction funds. 


DP _46 - SB 333 - Maintain Paved Secondaries - The legislature increased state special revenue by $12.6 million and 
federal special revenue by $1.4 million for the biennium to implement SB 333. SB 333 directs the department to assume 
maintenance responsibility for paved secondary roads. In doing so, the legislature added 36.50 FTE in fiscal 2000 and 
109.50 FTE in fiscal 2001. 


Language 
"Item 3e [SB 333 — Maintenance for Paved Secondaries] is contingent upon passage and approval of Senate Bill No. 333." 


DEPARTMENT OF TRANSPORTATION A-74 MAINTENANCE PROGRAM — 


DEPARTMENT OF TRANSPORTATION 7-STATE MOTOR POOL 


Funding 
The State Motor Pool is funded with an internal service type proprietary fund. 


Proprietary Rates 


Program Description 

The State Motor Pool operates and maintains a fleet of vehicles available to all state offices and employees in the Helena 
area to conduct official state business. The State Motor Pool has two basic components - the daily rental portion and the 
out-stationed lease portion. The daily rental program operates out of the Helena headquarters facility and provides 
vehicles for short-term use. The leasing program provides vehicles for extended assignment to agencies. Leasing 
program vehicles are generally stationed outside the Helena area. 


Revenues and Expenses 

The State Motor Pool is responsible for expenditures associated with the acquisition, repair and maintenance, and routine 
operating costs of a fleet of 515 vehicles. The operating costs and revenues for the fleet are functionally tied to the travel 
requirements of the various user agencies. The program has increased from 197 units in fiscal 1994 to 515 in fiscal 1998. 
During that time, mileage increased from 4.1 million to 6.5 million miles, and the program projects an additional 2.5 
million miles by the end of fiscal 2001. 


The program uses loans from the Board of Investments to fund vehicle purchases. The interest rates on Board of 
Investment loans are adjusted annually and vary from one purchase cycle to the next. The outstanding loan balance and 
the interest and principal payments have the greatest impacts on State Motor Pool rental rates. Rental rates are set to 
recover sufficient revenue to meet loan principal and interest payments, operating costs, and maintain a 60-day working 
capital balance. The program has stated that if loan costs cannot be met, assets will be sold. 


Revenue is generated through rental rates and sale of assets. The primary source of revenue is from vehicle usage. The 
motor pool also receives revenue from the sale of replaced vehicles. 


Rate Explanation 

Rental rates are set to recover all fleet operating, maintenance, and ownership costs. As a hedge to allow the program 
sufficient revenues to make principal and interest payments, the State Motor Pool charges a minimum daily possession 
rate. The users pay the greater of: 1) the mileage rate times the miles driven or 2) the number of days times the daily rate. 
The daily rate applies only if the monthly revenue for a vehicle is less than the daily charge for the billing cycle. 


The legislature approved the following rates: 


Class 02 (Utility Vehicles) $0.381 per mile (fiscal 2000) and $0.348 per mile (fiscal 2001) 
Class 06 (Passenger Cars) $0.291 per mile (fiscal 2000) and $0.275 per mile (fiscal 2001) 


Class 07 (Pickups) $0.34 per mile (fiscal 2000) and $0.32 per mile (fiscal 2001) 
Class 12 (Vans) $0.365 per mile (fiscal 2000) and $0.353 per mile (fiscal 2001) 
Daily rate $9.20 per day (fiscal 2000) and $8.70 per pay (fiscal 2001) 


The State Motor Pool charges the higher of the per mile rate or the daily rate if a vehicle runs under approximately 33 
miles per day (1,000 miles per month). 


Significant Present Law 

~ Motor Pool Operations - In approving the rates for this proprietary program the legislature concurred with the executive's 
proposed increases for operating costs. The major operating costs that are increasing are: insurance, motor fuel, 
communications costs associated with increased communication with an expanded number of lease customers for the 
purpose of coordinating vehicle changes and servicing, and replacement parts. All increases in operating costs are 
directly tied to the increased fleet size, which has increased from 318 vehicles in fiscal 1994 to 515 vehicles in fiscal 1998 
and would grow to 744 at the end of fiscal 2001. 
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DEPARTMENT OF TRANSPORTATION 7-STATE MOTOR POOL 


Equipment Reduction - In approving the rates for this proprietary program the legislature concurred with the executive's 
proposed equipment reduction to purchase 161 vehicles in 2000 and 89 vehicles in fiscal 2001. This would expand the 
lease program by 229 vehicles and replace 21 existing fleet vehicles. The reduction is due to a reduced number of 
vehicles being purchased during the 2001 biennium than during fiscal 1998. 


Debt Service - In approving the rates for this proprietary program the legislature concurred with the executive's proposed 


increases for debt service on the loans that the State Motor Pool has from the Board of Investments to purchase vehicles 
for the lease vehicle program. 
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~ DEPARTMENT OF TRANSPORTATION 8-EQUIPMENT PROGRAM 


_ Funding 
_ The Equipment Program is funded with an internal service type proprietary fund. 


Language 
"The Equipment Program may charge rates necessary to establish and maintain a 60-day working capital balance to 
operate the program." 


Proprietary Rates 


Program Description 

The Equipment Program is responsible for the acquisition, repair, and maintenance of a fleet of approximately 4,000 
individual units used by various programs of the Montana Department of Transportation to perform daily activities. The 
fleet is comprised of light duty vehicles, single and tandem axle dump trucks, specialized snow removal units, roadway 
maintenance units, and other specialized equipment. As a support program, statutes governing construction and 
maintenance authorize the Equipment Program. 


Revenues and Expenses 

Operational costs and revenues for the fleet are functionally tied to the severity of winter weather and travel requirements 
of the various department users. Annual mileage and hours of usage vary significantly. The program anticipates an 
increase of 2.0 million miles of travel and 15,000 hours of usage each fiscal year of the 2001 biennium. Additional 
funding would be used to cover anticipated increased expenditures for cutting edges for snowplows and repair parts that 
are a result of the increased usage. 


The program would increase expenditures for capital asset purchases due to inflation. For the past ten years, the capital 
asset budget has been approximately $4 million. Rental rates would be increased to generate the necessary revenue to 
accommodate the increased capital asset purchases. The equipment rates are designed to be sufficient to ensure the 
program has revenue to cover normal operating expenses, acquire the additional capital assets, and not exceed the 60-day 
operating cash balance. 


Revenue is generated through rental rates and sale of assets. The primary source of revenue is from vehicle and 
equipment usage. Actual miles of travel and hours of usage are reported and billings generated on the same biweekly 
schedule as the payroll. Approximately $650,000 in rental revenue is generated every two weeks. Rental revenue varies 
with the season, weather conditions, and workloads. Auction revenue varies between $250,000 and $500,000 depending 
on the amount and types of units sold. The program also receives revenue for accident damages that are rermbursed by 
private individuals or insurance companies. The amount generally covers the expenditures to repair the damage. 


Rate Explanation 
The program rental rates are based on a "dual rate" structure, meaning the users will reimburse the program for actual 
miles/hours (usage rate) and a rate for possession (assigned time rate). 


The usage rate (direct costs) is a per mile or hourly rate that is applied to a vehicle or piece of equipment for the actual 
miles/hours in service. Direct costs include labor, parts and accessories, fuel, lubricants, and tires and tubes. The actual 
operational costs for each sub-class for the past rental period are adjusted to produce an estimated cost for future periods. 
These adjustments will consider any projected cost increases in fuel, parts, tires, etc. 


The legislature approved a rate based on maintaining a maximum of 60 days working capital. 
Significant Present Law 
Equipment Program Positions - In approving the rates for this proprietary program the legislature concurred with the 


addition of 1.50 FTE for each year for a 1.00 FTE mechanic position in the Missoula shop and increases in two service 
combination positions. 
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DEPARTMENT OF TRANSPORTATION 8-EQUIPMENT PROGRAM 


Increase for Vehicles & Equipment - In approving the rates for this proprietary program the legislature concurred with the 
executive's proposal to replace existing light duty core equipment, heavy duty core equipment, and other specialized 
equipment that have reached the end of their economic life. 


Equipment Operations - In approving the rates for this proprietary program the legislature concurred with the executive's 
proposed increased for supplies and for repair and maintenance costs due to price increases, projected usage 1 increases, 
increased winter maintenance activity, and an increased federal-aid Construction Program. 


New Proposals 


Diagnostic Computers for Maintenance Shop - In approving the rates for this proprietary program the legislature 
concurred with the executive's proposal to purchase diagnostic computers to connect to the manufacturer's data port on the 


new diesel engines. 
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DEPARTMENT OF TRANSPORTATION 22-MOTOR CARRIER SERVICES DIV. 


Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


Pa 112.63 .00 .00 112.63 .00 .00 112.63 


Personal Services 3,700,964 255,172 0 3,956,136 236,065 0 3,937,029 


Operating Expenses 780,952 50,251 30,000 861,203 52,594 17,000 850,546 
Equipment 760 0 0 760 0 0 760 


Total Costs $4,482,676 $305,423 $30,000 $4,818,099 $288,659 $17,000 $4,788,335 


State/Other Special 4,482,676 305,423 30,000 4,818,099 288,659 17,000 4,788,335 
Federal Special 0 0 0 0 0 0 0 





Total Funds $4,482,676 $305,423 $30,000 $4,818,099 $288,659 $17,000 $4,788,335 


Program Description 

The Motor Carrier Services Division enforces state and federal commercial motor carrier laws including laws on vehicle 
size and weight, insurance, licensing, fuel, and vehicle and driver safety. The Licensing and Permit Bureau registers 
interstate fleet vehicles, issues commercial vehicle licenses, issues oversize/overweight permits, and collects and 
distributes fees and taxes. The Enforcement Bureau operates a statewide weigh station and mobile enforcement program 
and assigns uniformed officers to inspect commercial vehicles for compliance with state and federal safety, registration, 
fuel, insurance and size/weight laws. The Motor Carrier Services Program is mandated by Title 61, Chapter 9, MCA. 


Funding 
The Motor Carrier Services program is funded by the highways state special revenue fund, which receives revenue from 
highway user fees such as motor fuel taxes and gross vehicle weight fees. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description PE Fund Funds ETE Fund Funds 


Statewide Present Law 


Personal Services 210,356 191,249 
Inflation/Deflation 2,389 pe tep 
Fixed Costs (3,600) (3,600) 


Total Statewide Adjustments $209,145 $189,826 
Present Law Adjustments 


High Speed WIM Repair & Maintenance : 5,000 

Equipment Rental i 21,691 

Intelligent Transportation System A 25,030 

Overtime and Differential Pay 5 44,816 3 

Fixed Cost Reductions : (259) i « (259) 


Total PL Adjustments . $96,278 ; $98,833 





Present Law Adjustments Total $305,423 $288,659 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - High Speed WIM Repair & Maintenance - The legislature increased state special revenue to maintain high speed 
permanent weigh-in-motion scales that were installed at the Culbertson and Lima weigh stations during fiscal 1998. 
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DEPARTMENT OF TRANSPORTATION 22-MOTOR CARRIER SERVICES DIV. 


DP 2 - Equipment Rental - The legislature increased state special revenue to cover the program's share of increases in the 
department's Equipment Program. 


DP 4 - Intelligent Transportation System - The legislature increased state special revenue to restore the base expenditures 
that were removed from the base due to accounting complications associated with the department's federal-aid billing 
system. The Motor Carrier Services Division participated in a national project on intelligent transportation systems 
sponsored by the Federal Highway Administration during the base year. A current level FTE was donated to this project 
for approximately eight months. All expenditures to federal-aid projects are converted to an operating expense object in 
order to be reimbursed by the federal government. Since the federal aid came from authority established by a budget 
amendment, the expenditures were removed from the base. This included base expenditures that were not associated with 
the budget amendment. 


DP 5 - Overtime and Differential Pay - The legislature approved state special revenue for overtime and differential pay for 
the Motor Carrier Services program. 


DP 38 - Fixed Cost Reductions - The legislature reduced state special revenue to adjust fixed costs for rate reductions that 
had statewide impacts. 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FIE Fund Funds FTE Fund Funds 


37 Internet Permit Program P 30,000 





Total New Proposals . $30,000 


New Proposals 

DP 37 - Internet Permit Program - The legislature increased state special revenue to provide customer training to license 
and permit applicants on the use the Montana On-line Tax and Reporting System and to cover increased credit card fees 
that result from increased usage of the system. The Montana On-line Tax and Reporting System is a computer based 
licensing and permit program developed jointly by the Montana Department of Transportation and Lockheed-Martin, Inc. 
The system provides the motor carrier industry twenty-four hours a day, seven days a week access via the Internet to 
various types of permits required for legal vehicle operation. The legislature identified this as a one-time-only 
appropriation and directed the agency to provide a report to the legislature detailing the use of the Internet for permits, the 
satisfaction of users with training, and the growth of credit card fees. The report is to be provided to the General 
Government and Transportation appropriations subcommittee in the 2001 legislature. 
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DEPARTMENT OF TRANSPORTATION 40-AERONAUTICS PROGRAM 





Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 8.75 (1.00) ee 10.00 (1.00) bp Be) 10.00 


Personal Services 335,157 (27,079) 67,911 375,989 (28,606) 67,391 373,942 
Operating Expenses 307,917 (52,372) 131,889 387,434 (52,731) 127,009 382,195 
Equipment 0 0 20,600 20,600 0 26,000 26,000 
Local Assistance 0 0 0 0 0 0 0 
171,943 278,057 75,000 525,000 (171,943) 75,000 75,000 

16,199 18,801 0 35,000 18,801 0 35,000 


Total Costs $831,216 $217,407 $295,400 $1,344,023 ($234,479) $295,400 $892,137 


State/Other Special 761,601 217,407 295,400 1,274,408 (234,479) 295,400 822,522 
0 


Federal Special 69,615 0 0 69,615 0 69,615 





Total Funds $831,216 $217,407 $295,400 $1,344,023 ($234,479) $295,400 $892,137 


Program Description 

The Montana Aeronautics Division: 1) facilitates the maintenance of airports and the various components of airport 
infrastructure, including visual and electronic navigational facilities and flying aids; 2) fosters, promotes, and supervises 
aviation and aviation safety through educational efforts and programs; 3) registers aircraft and pilots in accordance with 
Montana laws and regulations; and 4) coordinates and supervises aerial search and rescue operations. In accordance with 
the maintenance and safety aspects of the division’s purpose, it administers a loan and grant program to municipal 
governments to fund airport improvement projects. The Aeronautics Board approves all loan and grant requests and 
advises on matters pertaining to aeronautics. 


The division serves in a liaison capacity between the State of Montana and various entities including the U.S. Department 
of Transportation, the Federal Aviation Administration (FAA), other federal and state entities, and commercial airlines to 
assure the retention and continuation of airline service to the rural communities of the state. The division also is 
responsible for operation of the air carrier airport at West Yellowstone and for 12 other state-owned airports. Montana 
Aeronautics Division is authorized by 2-15-2501(2), MCA; Title 67, MCA; and various federal laws. 


Funding 

The Aeronautics Program, excluding the operations of the West Yellowstone Airport, is funded by both state special 
revenue funds and federal funds. State special revenue funds are derived primarily from state aviation fuels taxes and 
aviation license fees. Federal funds are from federal aviation administration grants. Operation of the West Yellowstone 
Airport is funded from an enterprise type proprietary fund with revenues that include local property taxes, rentals and 
leases, concession sales receipts, and landing fees. Because these funds do not require an appropriation, they are not 
included in the table above. 


For the 2001 biennium, state special revenue provides 93.8 percent of the program's funding and federal special revenue 
provides the remaining 6.2 percent. 
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DEPARTMENT OF TRANSPORTATION 


Present Law Adjustments 


Present Law Description 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 
Present Law Adjustments 
Reduction of Services 
Airport Development Grants 
Airport Tax Transfer 

Total PL Adjustments 


Present Law Adjustments Total 


Fiscal 2000 Fiscal 2000 
Fiscal 2000 General Total 
FTE Fund Funds 


12,047 
336 
(3,258) 


$9,125. 


(88,576) 
278,057 
18,801 


$208,282 





$217,407 


40-AERONAUTICS PROGRAM 


Fiscal 2001 Fiscal 2001 
Fiscal 2001 General Total 
FTE Fund Funds 





(88,582) 
(171,943) 
18,801 
($241,724) 


($234,479) 

















Present Law Adjustments 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are — 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - Reduction of Services - The legislature reduced 1.00 FTE for each year and reduced state special revenue to 
counter the impacts on the Aeronautics Program fund balance from the reduced revenues that have occurred since the air- | 
refueling wing at Malmstrom Airforce Base was relocated to McDill Airforce Base in Florida. : 


DP 2 - Airport Development Grants - The legislature adjusted state special revenue and approved a biennial appropriation 
to provide airport development and improvement grants to municipalities. 


DP_5 - Airport Tax Transfer - The legislature increased state special revenue to cover the anticipated increases in property _ 
tax revenues that must be transferred from the state special revenue account to the proprietary account for the West | 
Yellowstone Airport. County treasurers are required by 67-1-303, MCA, to transmit 90 percent of the property tax — 
collected on property of airline companies to the state treasurer for deposit in a state special revenue fund. The only 
airport owned by the state that this tax revenue applies to is the West Yellowstone Airport. The West Yellowstone 
Airport is accounted for in a proprietary fund. 


New Proposals } 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description 1saule, Fund Funds FTE Fund Funds 


| 
SB 205 - Aviation Gas Tax Increase 295,400 ; | 
} 


Total New Proposals 


$295,400 





New Proposals 

DP 6 - SB 205 - Aviation Gas Tax Increase - The legislature increased state special revenue to: 1) restore the reductions 
recommended by the executive and approved by the 1997 legislature; 2) offset the reductions contained in present law 
adjustment DP1 in the 2001 biennium request; and 3) provide adjustments for the restored programs that are needed to 
meet current costs. In doing so, the legislature added funding for 2.25 FTE for each year. 


Language | 
"Item 5b [SB 205 — Aviation Gasoline License Tax Increase] is contingent upon passage and approval of Senate Bill No. 
205 
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DEPARTMENT OF TRANSPORTATION | 50-TRANSPORTATION PLANNING DIVISI 


Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FIE 62.10 .00 17.00 79.10 .00 17.00 79.10 


Personal Services 2,224,838 111,101 Swe) 2,863,076 102,736 $23,555 2,851,129 
Operating Expenses 726,060 159,535 764,401 1,649,996 102,138 794,436 1,622,634 
Equipment 207,904 (82,194) 0 125,710 (88,194) 0 119,710 
Local Assistance 250,000 0 0 250,000 0 0 250,000 
Grants 3,417,891 250,000 HOMES 5,879,266 250,000 2,265,810 5,933,701 


Total Costs $6,826,693 $438,442 $3,502,913 $10,768,048 $366,680 $3,583,801 $10,777,174 
General Fund 250,000 0 0 250,000 0 0 250,000 


State/Other Special 1,060,474 197,774 592,207 1,850,455 182,267 500,737 1,743,478 
Federal Special 5,516,219 240,668 2,910,706 8,667,593 184,413 3,083,064 8,783,696 





Total Funds _ $6,826,693 $438,442 $3,502,913 $10,768,048 $366,680 $3,583,801 $10,777,174 


Program Description 

The Transportation Planning Division provides: 1) an inventory of transportation infrastructure to allocate funds, 
maintain Department of Transportation eligibility for grant and federal funds, and aid the process of project prioritization 
and selection; 2) a statewide planning program and assistance to local area transportation planning; 3) traffic improvement 
and educational programs to promote public safety, health, and welfare; and 4) response to legislative or regulatory 
actions necessitating representation before courts, congressional hearings, the US DOT, the Surface Transportation Board, 
and others. This planning results in a program of projects which includes buses for transit systems, street and road 
improvements, railroad track rehabilitation, transportation enhancements for non-motorized and _ beautification 
improvements, and education programs for public safety and information. The Transportation Planning Division is 
authorized by 7-14-102, 15-70-101, Title 60, Chapters 3 & 11, and Title 61, Chapter 2, part 1, MCA. 


Funding 
The Transportation Planning Division is funded with a combination of state special revenue funds, general fund, and 
federal funds. Transit grants are generally funded 100 percent with Federal Transit Administration funds. However, if a 
match is required it is provided by the local entity receiving services or on a rare occasion with highways state special 
revenue funds. Traffic safety functions are generally funded 100 percent with National Highway Traffic Safety 
Administration grant funds. The exception for traffic safety functions is that a small portion (1 percent) of the 
administrative costs are matched at 50 percent with highways state special revenue funds. The division also receives 
* $250,000 in general fund, which by statute, 61-2-107, MCA, is used for county drinking and driving prevention programs. 
The remainder of the division's activities are funded with federal planning and research funds and state special revenue 
funds at a ratio that has averaged approximately 74 percent federal and 26 percent state special revenue. 


For the 2001 biennium, state special revenue provides 16.7 percent of the program's total funding with federal special 
revenue contributing 81.0 percent, and general fund making up the remaining 2.3 percent. 
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DEPARTMENT OF TRANSPORTATION 


Present Law Adjustments 


Present Law Description 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 
Present Law Adjustments 


Equipment Rental 

Computer Equipment 

Urban Transportation Plan Updates 
Equipment 

Traffic Safety Program 

Census Transportation Planning Pkg 
Overtime and Differential 


Total PL Adjustments 





Present Law Adjustments Total 


50-TRANSPORTATION PLANNING DIVISI | 


Fiscal 2001 - 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2000 
Total Fiscal 2001 
Funds FTE 


Fiscal 2000 
Fiscal 2000 General 
FTE Fund 


108,072 
8,514 
(1,064) 


$115,522 $103,808 


8,085 
30,000 
120,000 
(88,194) 
250,000 
0 

3,029 


$322,920 





$438,442 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 2 - Equipment Rental - The legislature increased state special revenue by $3,251 and federal special revenue by 
$13,871 for the biennium to cover the program's share of increases in the department's Equipment Program. 


DP 9 - Urban Transportation Plan Updates - The legislature increased state special revenue by $40,000 and federal special 


revenue by $160,000 for the biennium to update transportation plans for the small urban areas of Helena and Kalispell.: 


This adjustment would also be used to provide other smaller scale transportation studies in some of the outlying urban 
communities, such as Hamilton, Belgrade, and Whitefish. The legislature designated this as a one-time-only 
appropriation. 


DP 10 - Equipment - The legislature reduced state special revenue by $35,278 and federal special revenue by $141,110 for 
the biennium for equipment purchased in the base year that does not need to be purchased again in the 2001 biennium. 


DP 11 - Traffic Safety Program - The legislature increased federal special revenue to purchase traffic safety equipment 
and provide enforcement and traffic safety campaigns for local governments and state agencies. Equipment purchased 
includes radar equipment, video tape recorders and cameras, and portable breath testing devices. This increase would also 


DP 3 - Computer Equipment - The legislature increased state special revenue by $6,000 and federal special revenue by 
$24,000 for the biennium for 8 lap-tops computers, 3 printers, 1 color plotter, 3 monitors (21-inch), and 20 portable traffic 


classifiers. The legislature designated this as a one-time-only appropriation. 


be used to provide overtime patrols for selective traffic enforcement programs and would provide comprehensive — 


community safety programs and specialized or generalized traffic safety campaigns. 


DP 12 - Census Transportation Planning Pkg - The legislature increased state special revenue by $1,800 and federal 
special revenue by $7,200 for the biennium to purchase the Census Transportation Planning Package. The Census 
Transportation Planning Package is a specialized product of each decennial census that provides detailed travel 
information used by state, county, city, and tribal transportation planning offices. The information is used to identify 
travel characteristics, infrastructure needs, and traffic modeling accuracy and modal usage and is developed and 
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distributed through a cooperative effort between the U.S. Bureau of Census and the American Association of State 
Highway and Transportation Officials. The Montana Department of Transportation would distribute the 2000 Census 
Transportation Planning Package to all potential Montana users. The legislature designated this as a one-time-only 
appropriation. 


DP 20 - Overtime and Differential - The legislature approved $970 state special revenue and $5,088 federal special 
revenue for the biennium for overtime and differential pay. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


240,791 239,098 
140,174 ¢ 118,404 
125,135 124,254 
2,741,813 2,797,045 
0 5 230,000 

80,000 : 0 
75,000 ; 75,000 
100,000 0 


Tranplan 21 FTEs 

FTA Local Match Pass-Through 
STARS Program 

TEA-21 ° 

Statewide Transportation Plan Update 
Montana State Rail Plan Update 
Accounting Change 

Rail Transportation Tech. Assist. 


0 
0 
0 
0 
0 
0 
0 
0 


A 
Oo 


Total New Proposals $3,502,913 $3,583,801 





New Proposals 

DP _1 - Tranplan 21 FTEs - The legislature adding 8.00 FTE for each year and increased state special revenue by $95,978 
and federal special revenue by $383,911 for the biennium for positions associated with Tranplan 21. These positions 
implement and sustain ongoing activities identified in the federally mandated statewide transportation plan (Tranplan 21). 
Specific areas of implementation include management system coordination; transportation support for economic 
development; mitigation of highway systems impacts; technical assistance to local governments, including assistance for 
bike and pedestrian facilities; promotion and negotiation of infrastructure cost-sharing agreements, border crossing 
enhancements and branchline preservation. 


DP 6 - FTA Local Match Pass-Through - The legislature increased state special revenue to provide pass through authority 
for the Transit Section to expend local government provided matching funds for Federal Transit Administration, 
Department of Public Health and Human Services, and Surface Transportation Program grants for the recipient local 
governments. 


DP 13 - STARS Program - The legislature added 2.00 FTE for each year and increased state special revenue by $49,878 
and federal special revenue by $199,511 for the biennium for maintenance and support of the State Truck Activities 
Reporting System (STARS). The State Truck Activities Reporting System is a performance-based commercial vehicle 
enforcement system that would eventually include 90 automated truck weight and classification sites across the state. The 
legislature reduced the executive request by 2.00 FTE each year and provided funding for the fully funded equivalent of 
2.00 FTE (less pay plan increases) in operating expenditures with the intent that the agency could obtain modified FTE 
during the biennium as the program is phased in and the workload increases accordingly. The legislature designated this 
as a one-time-only, biennial appropriation. 


DP 16 - TEA-21 - The legislature added 7.00 FTE each year and increased state special revenue by $377,910 and federal 
special revenue by $5,160,948 for the biennium to address the increased workload for urban planning that resulted from 
the passage of the Transportation Equity Act for the 21st Century. This includes increases for grants to: 1) provide 
Operating and capital assistance for communities (other than urbanized areas) that operate rural general public 
transportation systems; 2) develop and support intercity bus transportation; 3) purchase buses and vans to provide 
transportation for elderly individuals and individuals with disabilities; 4) provide technical assistance and training for 
Montana transit operators; and 5) support various highway safety programs. 


DP 19 - Statewide Transportation Plan Update - The legislature increased state special revenue by $46,000 and federal 
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special revenue by $184,000 for the biennium to develop and maintain statewide multimodal transportation plans 
(Tranplan 21). 


DP 32 - Montana State Rail Plan Update - The legislature increased state special revenue by $14,600 and federal special | 
revenue by $65,400 for the biennium to update the Montana State Rail Plan. The legislature designated this as a one- © 


time-only appropriation. 


DP 35 - Accounting Change - The legislature increased state special revenue to provide authority for the department to | 
acquire vehicles for corporations that are under contract with Department of Public Health and Human Services to | 
transport the transportation disadvantaged. The legislature restricted this appropriation for this use and made expenditures | 


contingent upon the department receiving the revenue. 


DP 37 - Rail Transportation Tech. Assist. - The legislature increased state special revenue to fund a cooperative initiative | 


with the Department of Agriculture. This initiative will provide contracted services to address issues affecting Montana's 


transportation system including transportation of Montana's agricultural products. In doing so, the legislature funded this | 
effort with $50,000 from state special revenue in the Department of Agriculture and $100,000 state special revenue in the | 
Department of Transportation. The legislature designated the associated appropriations as restricted, biennial, and one- | 


time only. 


Language 

"Up to $75,000 of the amount of the appropriations in item 6f [Acquiring Vehicles and Equipment for Disadvantaged] is 
contingent upon receiving a transfer of the equivalent amount of funds from the Department of Public Health and Human 
Services and is restricted to acquiring vehicles and other equipment used to provide services to the transportation 
disadvantaged." 
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Agency Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 646.76 (12.00) (119.20) 515.56 (29.00) (119.20) 498.56 


Personal Services 20,132,068 750,835 (3,160,992) 17,721,911 309,885 (3,150,751) 17,291,202 
Operating Expenses 6,992,435 (163,195) 3,441,068 10,270,308 (392,803) 3,518,788 10,118,420 
Equipment 273,901 2,074 (148,025) 127,950 2,074 (148,025) 127,950 
Debt Service 39,744 0 (2,634) 37,110 0 (2,634) 37,110 


Total Costs $27,438,148 $589,714 $129,417 $28,157,279 ($80,844) $217,378 $27,574,682 


General Fund 25,269,223 478,755 (537,410) 25,210,568 (186,751) (449,383) 24,633,089 

State/Other Special 235,416 18,840 (1,808) 252,448 18,028 (1,820) 251,624 

Federal Special 1,933,509 92,119 14,342 2,039,970 87,879 14,289 2,035,677 
0 


Capital Projects 0 0 0 0 0 0 
Proprietary 0 0 654,292 654,292 0 654,292 654,292 


Total Funds $27,438,148 $589,714 $129,416 $28,157,278 ($80,844) $217,378 $27,574,682 





Agency Description 

The Department of Revenue collects revenue from and enforces regulations for over 30 state taxes and fees. The 
department also regulates the sale and distribution of alcoholic beverages in the state. The department is organized into 
five core processes with overall agency direction and management coordinated from the director's office. 


Summary of Legislative Action 


The legislature established the Customer Service Program as a proprietary-funded program, which means that its budget 
figures will not be included in HB 2 budget tables. The significant present law adjustments granted for the other 
programs, which remain on the HB 2 budget, were for education and training and for computer replacement. The 
legislature approved present law adjustments for education and training of $50,734, which is an increase of approximately 
$50 per employee, for a total of approximately $200 per employee. The present law adjustment for computer replacement 
was a reduction of $810,190. The department had significant expenditures for computers in the base budget and since the 
legislature has established a four-year replacement cycle for computers, the department will not need to replace many 
computers during the 2001 biennium. 


The newly established Customer Service Center will receive its funding primarily by charging the other programs in the 
department for services provided. In addition, other programs will charge the Customer Service Center for services 
provided to the center. These charges, which are shown as new proposals in all programs, represent $9.3 million of the 
agency's HB 2 budget. In the past, the programs received these services without a direct charge, so the $9.3 million does 
not represent new expenditures, but is rather the result of the funding switch from a direct HB 2 appropriation to 
proprietary funding. The legislature also added $18.0 million in bonding authority in HB 15 to the department to continue 
updating its various tax systems. For a further discussion, see the “Other Legislation” Section. This addition is also 
discussed in the Long-Range Planning Section in Volume 2. 


Reorganization 

The Montana Department of Revenue (DOR) has launched a comprehensive change program called Project META that 
will require several years to implement. The department's goal is to become a process-centered organization, integrating 
business processes and information systems, and putting a greater focus on customer service. The department will 
perform the same functions, but under a different organizational structure. Department divisions will no longer be 
organized around tax types, but instead around common business processes. For example, data and information 
processing will be handled as one business process, whether the data collected is for individual income tax, business tax, 


corporate tax, or property assessment. » 


Formerly, the department was composed of the following programs: 
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1) The Director's Office, which provided management control, coordination of policy direction, strategic planning, and . 


legal services, and housed the research and information staff; 

2) The Operations Division, which provided accounting, cashiering, mail, and information system services, 

3) The Liquor Division, which controlled alcoholic beverage distribution in the state; 

4) The Income Tax Division, which administered and enforced individual income tax laws; 

5) The Corporation Tax Division, which administered and enforced the various corporation taxes; 

6) The Property Tax Division, which administered the property tax system, performed property valuation assessments, 
and audited property tax returns. 


After reorganization, the department consists of the following programs: 


1) The Director's Office, which provides the same functions as before the reorganization. The Director's Office now also | 
includes the Policy and Performance Management Unit, the Tax Policy and Research Unit (formerly research and | 


information staff), and the Office of Dispute Resolution. 
2) The Information Technology Unit, which provides services in the areas of data support, applications support, and 
technology support. 


3) The Resource Management Division, which includes the human resources, accounting, facilities management, and 


education functions of the department. The Liquor Distribution Unit is also included in the program. 


4) The Customer Service and Information Processing Division that will include the customer intake function, the | 


document and information processing function, and the accounts receivable and collections function. The division will 
provide centralized customer service, data and information processing, and accounts receivable collections for the 
department. The division also hopes to provide services for other agencies on a fee-for-service basis. 

5) The Compliance, Valuation, and Resolution Division, which will oversee audits and measures to verify that taxpayers 
are complying with the laws. The Compliance, Valuation, and Resolution division will also establish values of property 
for purposes of taxation. 


The department reorganization includes establishment of a Customer Service Center, which the legislature approved as a 
proprietary-funded program that will take over the department's cashiering, mail, and record keeping services, as well as 
providing new services. Though the center hopes to provide services for other agencies in state government, its primary 
customers will be other programs within the department... These "customer programs" (the Director's Office program; the 
Resource Management program; and the Compliance, Valuation, and Resolution program) have recorded the cost of the 
services they will receive from the Customer Service Center as consulting and professional services expenses in the 
operating cost portion of their budgets. Since the "customer programs" formerly received these services without charge, 
their budgets show significant operating cost increases. 


Because the Customer Service Program is a proprietary-funded program, its 2001 biennium budget is not included in the 
regular HB 2 budget tables. 


Other Legislation 

House Bill 15 - The department received $17.8 million from the 1997 legislature in HB 188 to establish a revenue- 
processing center and to integrate various tax databases into a single system. The tax integration project was known as the 
"Project for Revenue Information Systems Modernization" or PRISM. Project PRISM was designed to replace the legacy 
systems used to manage information related to tax processing, tax administration, and revenue collecting. Major 
components of the project were to include consolidation of employer's reporting for income tax withholding, old fund 
liability tax, and unemployment insurance contributions; income tax modernization; and property tax integration, which 
was to involve consolidation of four separate computer systems. The department used the idea of tax integration as the 
impetus to reorganize the entire department through a project known as Project META, where "Meta" refers to the Greek 
word meaning "change". In addition to replacing the legacy computer systems, the department completely reorganized its 
programs around types of responsibilities, rather than around types of taxes collected, as it had been organized in the past. 
’ The department originally requested $25.0 million from the 1999 legislature in HB 15. The funds are to come from the 
proceeds of general obligation bonds. For a further discussion, see the Long-Range Planning Section in Volume 2. 
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House Bill 69 - HB 69 de-earmarked certain funds from state special revenue to the general fund and eliminated certain 
statutory appropriations. The statutory appropriation of tobacco education fees was one of those de-earmarked. The 
legislature added a $1,500 general appropriation to replace the amount the department received from tobacco education 
fees. 


House Bill 128 - HB 128 generally revised telecommunications taxes and specifically established a statewide retail 
telecommunications excise tax to replace revenue lost from changes in telecommunications services providers' property 
taxes and changes in other telecommunications taxes. The department received $141,596 as a line-item general fund 
appropriation in HB 2 to pay costs associated with administering the new tax. 


House Bill 337 - HB 337 revised the law pertaining to the Universal System Benefits Program (USB). The department 
received $41,464 as a line-item general fund appropriation to cover costs associated with administration of its 
responsibilities under the USB program. 


Universal system benefit programs are established to ensure continued funding for energy conservation, renewable _ 
resource projects, and low-income energy assistance. Utilities are required to fund these programs annually at rates 
established by the Public Service Commission and are allowed to recover the cost of the programs by imposing a 
universal systems benefit charge on their customers. Utilities are allowed to claim credits against the funding 
requirements and large utility customers are allowed to claim credits against the USB charge for expenditures incurred for 
internal programs and activities that qualify as USB programs. 


Any retail electrical customer, the PSC, the consumer counsel, or a utility can challenge any credits claimed by utilities 
and large customers with the Department of Revenue. The Department of Revenue is required to review credits claimed, 
adopt rules for specifying acceptable credits and procedures for challenging credits, and make determinations on 
challenged credits. The department plans to use the money appropriated for HB 337 expenditures to fulfill these 
requirements, including filling a new 0.5 FTE position. 


Senate Bill 184 - As a result of SB 195, passed during the 1997 legislative session, the property reappraisal that was to 
have taken place beginning in 1997 was postponed. The 1997 legislature therefore removed funding for 8.0 FTE 
appraiser positions in fiscal 1998 and 33.0 FTE appraiser positions in fiscal 1999. Senate Bill 184, passed during the 1999 
legislative session, restored the reappraisal that was to have begun in 1997, and phased in property tax rate reductions over 
four years for some types of property. The Department of Revenue received a biennial appropriation of $1.5 million for 
the administrative costs associated with the reappraisal, part of which the department will use to rehire appraisers. The 
department also received appropriations totaling nearly $70.6 million general fund to reimburse local governments and tax 


‘increment financing districts for the loss of property tax revenue that will result from the lower property tax rates. 


Senate Bill 270 - State statute requires the county commissioners of each county to provide existing office space in the 
county courthouse or other county building for use by Department of Revenue assessment and appraisal staff, if space is 
reasonably available. Prior to passage of Senate Bill 270, the department was not required to pay rent for office space in 
county buildings. Senate Bill 270 allows counties to charge the department a rate that does not exceed the rental rate that 
the Department of Administration charges state agencies for space in state buildings. The department received $560,277 
as a line-item general fund appropriation in HB 2 for anticipated rent expenses. 
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Agency Budget Comparison 
Base Executive Legislative Leg — Exec. Executive Legislative Leg — Exec. Biennium 
Budget Budget Budget Difference Budget Budget Difference Difference 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


ETE 646.76 513.06 515.56 496.06 498.56 


Personal Services 20,132,068 17,643,663 17,721,911 78,248 17,213,415 17,291,202 77,787 
Operating Expenses 6,992,435 10,302,427 10,270,308 (32,119) 10,342,414 10,118,420 (223,994) 
Equipment 273,901 127,950 127,950 0 127,950 127,950 0 
Debt Service 39,744 37,110 37,110 0 37,110 37,110 0 


Total Costs $27,438,148 $28,111,150 $28,157,279 $46,129 $27,720,889 $27,574,682 ($146,207) 


General Fund 25,269,223 25,162,596 25,210,568 47,972 24,777,453 24,633,089 (144,364) 
State/Other Special 235,416 252,448 252,448 0 251,624 251,624 0 
Federal Special 1,933,509 2,041,813 2,039,970 (1,843) 2,037,520 2,035,677 (1,843) 
Capital Projects 0 0 0 0 0 0 0 
Proprietary 0 654,292 654,292 0 654,292 654,292 0 





Total Funds $27,438,148 $28,111,149 $28,157,278 $46,129 $27,720,889 $27,574,682 ($146,207) 


Executive Budget Comparison 


The legislature reduced the department's request for additional training expenses from an average of $150 per employee | 


per year to approximately $50 per employee per year, for a reduction of $96,010 from the executive request. The 
legislature noted that the newly established proprietary-funded Customer Service Center included funding for positions 
that had been vacant for an extended period. To remove funding for the vacant positions, the legislature reduced 


appropriations in the programs that will pay the center by $138,000. The legislature also reduced the appropriation © 
requested by the executive by $54,907 to reflect reductions in the Department of Administration rental rate and the | 


Information Service Division (ISD) data network rate. 


In the Information Technology Unit budget, the legislature did not accept a new proposal for $120,000 in fiscal 2000 and 
$240,000 in fiscal 2001 that would have paid for electronic interface programming between the revenue processing center 


and agencies that will use the center. In rejecting the new proposal, the legislature noted that the agency had received | 
funding to pay for the establishment of the revenue-processing center in HB 188, passed by the 1997 legislature. The | 
legislature reduced a present law adjustment to pay for information technology consultants by $45,998. In the | 


Compliance, Valuation, and Resolution Program budget, the legislature approved a present law reduction of $150,000 in 


fiscal 2001 that the executive had not requested. The legislature passed the present law adjustment in anticipation of | 


reduced computer processing expenditures the department could realize by moving to a mid-tier computer environment. 


The legislature also included appropriations totaling $744,837 to implement other legislation. These appropriations had | 
not been requested in the Executive Budget. (See the section on "Other Legislation" for particulars about the legislation | 


and the associated appropriations.) 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals - Leg. Budget Leg. Budget 


Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


PTE 36.50 .00 .00 36.50 .00 . 36.50 


Personal Services 1,314,982 335,338 0 1,650,320 339,802 1,654,784 
Operating Expenses 637,060 (83,387) 372,249 925,922 (181,971) 827,851 


Equipment 27,425 525 0 27,950 525 27,950 


Debt Service 5,568 0 0 5,568 0 5,568 


Total Costs $1,985,035 $252,476 $372,249 $2,609,760 $158,356 $372,762 $2,516,153 


1,983,567 252,565 234,503 2,470,635 159,824 . 235,016 2,378,407 
618 (44) 0 574 (618) 0 0 
850 (45) 0 805 (850) 0 0 


_ {Capital Projects 0 0 0 0 0 0 0 
Proprietary 0 0 137,746 137,746 0 137,746 137,746 


Total Funds 





$1,985,035 $252,476 $372,249 $2,609,760 $158,356 $372,762 $2,516,153 


Program Description 

The Director's Office provides management control, policy direction, strategic planning, and legal services to assist the 
department programs in fulfilling their responsibilities. The legal services staff advise other program staff and handle tax 
appeals before the State Tax Appeal Board and state courts. The Director's Office also includes the Policy and 
Performance Management Unit, the Tax Policy and Research Unit, and the Office of Dispute Resolution. 


The Policy and Performance. Management Unit supports the department's core processes and is responsible for 
coordinating the strategic development of operating policies, budgets, rules, and planning for the department. The Tax 
Policy and Research (TPR) Unit is responsible for estimating state revenue, coordinating Department of Revenue (DOR) 
legislation and fiscal notes, reviewing all legislation related to revenue, and conducting revenue-related research. The 
Office of Dispute Resolution, a new unit created by reorganization of the department, will consolidate the department's 
informal tax appeals processes. 


Funding 

Funding for the program comes from the general fund along with minor amounts of state special revenue and federal 
special revenue. For the 2001 biennium, the legislature also granted a proprietary fund appropriation to allow the 
Director's Office to assess the newly-created Customer Service Center for the center's share of the Director's Office fixed 
administration costs. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 





Personal Services 
Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 


Present Law Adjustments 


Cyclical Expenses & Session Costs 
Education & Training 
Fixed Cost Reductions 

Total PL Adjustments 


Present Law Adjustments Total 
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335,338 
3,545 
33,579 


$372,462 


(119,135) 


($119,986) ($119,986) 


$252,476 





CL19135)) : (93,405) 
1,700 1,700 : 1,700 
(2,551) (2,551) : (2,551) 


($94,256) 


328,752 
3,659 
(79,799) 


$252,612 


(93,405) 
1,700 
(2,551) 
($94,256) 


$158,356 
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Present Law Adjustments 


The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in — 


the table correspond to the narrative descriptions. 


DP_1 - Cyclical Expenses & Session Costs - The legislature provided present law adjustments to cover extra session year | 


expenses. Expenses for overtime, printing, and equipment are present law increases. Expenses for computer processing 
will decrease. The net effect is an increase of $25,730 for fiscal 2001. 


DP 2 - Education & Training - The legislature granted present law adjustments to increase training expenses by 
approximately $50 per employee per year. 


DP 3 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD | 


data network charges. 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


DOR Reorganization Plan s 2335753 371,499 234,266 
Tobacco Fee Administration ‘ 750 750 4 750 


Total New Proposals ! $234,503 $372,249 : $235,016 





New Proposals 

DP_1 - DOR Reorganization Plan - The legislature granted the program a proprietary fund appropriation to allow the 
program to charge the newly established Customer Service Center for the center's share of the Director's Office fixed 
administration costs. 


DP 2 - Tobacco Fee Administration - HB 69 de-earmarked certain funds from state special revenue to the general fund 


and eliminated certain statutory appropriations. This adjustment adds $1500 general fund over the biennium due to the 
elimination of the statutory appropriation of tobacco education fees. 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


ETE SzS .00 j 37:25 .00 : 37.25 


| [Personal Services 1,244,645 271,787 1,516,432 265,420 1,510,065 
Operating Expenses 535,965 68,233 604,198 70,607 606,572 


Equipment 21,801 (21,801) 0 (21,801) 0 
Debt Service 1,683 0 1,683 0 1,683 


Total Costs $1,804,094 $318,219 $251225313 $314,226 $2,118,320 $4,240,633 
General Fund 1,654,235 289,573 (318,537) 1,625,271 285,911 (318,537) 1,621,609 3,246,880 
Federal Special 149,859 28,646 0 178,505 28,315 0 178,174 
Proprietary 0 0 318,537 318,537 0 318,537 318,537 


Total Funds. $1,804,094 $318,219 $0 $2,122,313 $314,226 $0 $2,118,320 $4,240,633 





Program Description 

The Information Technology (IT) Unit provides services in the areas of data support, applications support, technology 
support, and user assistance. The unit assists other programs in the department with information technology planning and 
development. 


Funding 

The Information Technology Unit is funded with general fund and federal special revenue. Federal special revenue is for 
reimbursement of unemployment insurance costs. For the 2001 biennium, the legislature also granted a proprietary fund 
appropriation to allow the program to assess the newly created Customer Service Center for services the Information 
Technology Unit will provide to the center. 


Present Law Adjustments : 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 

Fiscal 2000 General Total Fiscal 2001 General Total 

Present Law Description FTE Fund Funds ELE Fund Funds 


Statewide Present Law 


Personal Services 271,787 265,420 
Inflation/Deflation 1,024 
Fixed Costs $1,193 


Total Statewide Adjustments $324,004 $320,011 
Present Law Adjustments 
Education & Training 4 10,745 11,665 F 10,745 11,665 
Consulting & Professional Services i 28,748 28,748 : 28,748 28,748 


Computer Replacement Cycle : (42,373) (42,373) ‘ (42,373) (42,373) 
Fixed Cost Reductions : (3,825) (3,825) : (3,825) (3,825) 


Total PL Adjustments : ($6,705) ($5,785) : ($6,705) ($5,785) 


Present Law Adjustments Total $318,219 $314,226 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 2 - Education & Training - The legislature granted present law adjustments to increase training expenses by 
approximately $50 per employee per year. 


DP 3 - Consulting & Professional Services - The legislature granted present law adjustments of $11,665 for each year of 
the biennium, which reflects a 10 percent increase. 
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DP 5 - Computer Replacement Cycle - The legislature granted a present law adjustment sufficient to allow for a four-year | 


replacement cycle for personal computers. 


DP 6 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD | 


data network charges. 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FIE Fund Funds FIE Fund Funds 


DOR Reorganization Plan ; (318,537) ; (318,537) 





Total New Proposals s ($318,537) 2 ($318,537) 


New Proposals 


DP 2 - DOR Reorganization Plan - The legislature granted a proprietary fund appropriation to allow the program to charge | 


the newly established Customer Service Center for services the program will provide to the center. 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget ‘Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


PIE 24.00 .00 .00 24.00 .00 : 24.00 


Personal Services $99,642 261,643 0 861,285 258,585 858,227 
Operating Expenses 108,350 16,196 244,561 369,107 17,428 370,676 


786 (786) 0 0 (786) 0 
2,060 0 0 2,060 0 2,060 


Total Costs $710,838 $277,053 $244,561 $1,232,452 $275,227 $244,898 $1,230,963 
General Fund 710,838 277,053 46,552 1,034,443 275,227 46,889 1,032,954 
State/Other Special 0 0 0 0 0 0 0 
Proprietary 0 0 198,009 198,009 0 198,009 198,009 


Total Funds $710,838 $277,053 $244,561 $1,232,452 $275,227 $244,898 $1,230,963 





Program Description 

The Resource Management Division provides service and support to the department by integrating the human resources, 
accounting, facilities management, and education functions of the department. The Liquor Distribution Unit is also 
managed in this program. 


Funding 

The Resource Management Division is funded by $1,032,954 general fund for the biennium. For the 2001 biennium, the 
program will also be funded by $198,009 in proprietary funding to allow the division to charge the newly created 
Customer Service Center for service the division will provide to the center. The Liquor Distribution Unit is funded with 
enterprise funds that are not appropriated by the legislature or included 1n the tables. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds PLE Fund Funds 


Statewide Present Law 

Personal Services 261,643 258,585 

Inflation/Deflation (4,289) (4,231) 

Fixed Costs 8,987 10,161 
Total Statewide Adjustments $266,341 $264,515 

Present Law Adjustments 

Education & Training - HB 2 ; 2,790 2,790 i 2,790 2,790 

Computer Replacement Cycle ‘ 9,592 9592. ‘ 9,592 9,592 

Fixed Cost Reductions : (1,670) (1,670) : (1,670) (1,670) 


Total PL Adjustments : $10,712 $10,712 : $10,712 $10,712 


Present Law Adjustments Total $277,053 $275,227 





Present Law Adjustments 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 


standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_5 - Education & Training - HB 2 - The legislature granted present law adjustments to increase training expenses by 
approximately $50 per employee per year. 


DP_6 - Computer Replacement Cycle - The legislature granted present law adjustments sufficient for a four-year 
replacement cycle for personal computers. 
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DP 7 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


DOR Reorganization Plan - HB 2 : 46,552 244,561 : 46,889 





Total New Proposals . $46,552 $244,561 ! $46,889 


New Proposals 
DP 2 - DOR Reorganization Plan - HB 2 - The legislature provided a proprietary fund present law adjustment to allow the | 
division to charge the newly established Customer Service Center for services the division will provide to the center. 





DEPARTMENT OF REVENUE A-96 RESOURCE MANAGEMENT | 


DEPARTMENT OF REVENUE 6-CUSTOMER SERVICE AND INFO PROC 


Program Proposed Budget 
Base PL Base New 
Budget Adjustment Proposals 
Fiscal 1998 Fiscal 2000 Fiscal 2000 


Total 
Leg. Budget 
Fiscal 2000 


PL Base New 
Adjustment Proposals 
Fiscal 2001 Fiscal 2001 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 


Budget Item Fiscal 2001 


PLE 121.70 .00 (121.70) : .00 (121.70) 


Personal Services 
Operating Expenses 


2,862,250 376,991 
1,714,723 62,533 
148,025 0 
2,634 0 


(3,239,240) 366,288 
(1,777,256) 69,381 
(148,025) 0 
(2,634) 0 


(3,228,538) 
(1,784, 104) 
(148,025) 
(2,634) 


Equipment 
Debt Service 
Total Costs $4,727,632 $439,524 ($5,167,155) $435,669 ($5,163,301) 
3,835,212 
203,696 


688,724 


General Fund 
State/Other Special 
Federal Special 


356,557 
18,935 
64,032 


(4,191,769) 
(222,631) 
(752,756) 


353,429 
18,769 
63,471 


(4,188,641) 
(222,465) 
(752,195) 

Total Funds 


$4,727,632 $439,524 





($5,167,156) $435,669 ($5,163,301) 


Program Description 

As part of its reorganization plan the department requests that the Customer Service Center be funded by an internal 
service fund, which does not require an appropriation in HB 2. The legislature accepted the request and funded the 
program with proprietary funds. For a description of the Customer Service Center please refer to the Proprietary Program 
Description on the next page. 


Funding 

The legislature funded the operations of the newly created Customer Service Center entirely with proprietary funds. The 
legislature approved rates that the program will charge other programs and agencies to generate its funding. The budgets 
of proprietary-funded programs are not included in HB 2 totals, which accounts for the absences of a program budget for 
the 2001 biennium. 


Present Law Adjustments 
Fiscal 2000 
Fiscal 2000 General 
Present Law Description FIE Fund 


Fiscal 2000 
Total Fiscal 2001 
Funds FTE 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


Present Law Adjustments 


The table above shows the changes made by the legislature to the adjusted base budget. 





376,991 
(24,573) 
87,106 


$439,524 


Statewide adjustments are 


standard categories of adjustments globally applied by the legislature to all agencies. 


New Proposals 
Fiscal 2000 


Fiscal 2000 General 
Description FIE Fund 


(121.70) (4,191,769) 


Move Program to Proprietary 


Total New Proposals (121.70) ($4,191,769) 
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Fiscal 2000 
Total Fiscal 2001 
Funds FTE 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


(5,167,156) (121.70) (4,188,641) (5,163,301) 


($5,167,156) (121.70) ($4,188,641) ($5,163,301) 


CUSTOMER SERVICE AND INFO PROC 


DEPARTMENT OF REVENUE 


New Proposals 


DP 1 - Move Program to Proprietary - The legislature authorized the establishment of the Customer Service Center as a. 


proprietary-funded operation. 


Proprietary Rates 


Program Description 


The department plans for the Customer Service Center to be a statewide enterprise, operating as a self-supporting business | 
funded with revenue from an internal service fund. The center will combine the customer intake function, the document | 
and information processing function, and the accounts receivable and collections function into a single business unit 
designed to provide centralized and consistent customer service, data and information processing, and accounts receivable | 


collections for the department and its agency partners. 


The document and information processing function will provide data capture, remittance processing, records management, 
direct deposit of cash receipts and revenue, and mail processing and distribution. The function will provide these services | 
in several forms and plans to expand existing methods of electronic commerce. | 


The accounts receivable and collections function will provide a single point of contact for debtors. It will be responsible 


for delinquent account collection and enforcement activities. 


Revenues and Expenses 


The program is forecasting revenues of $13.8 million over the biennium, to come mostly from other programs within the | 


6-CUSTOMER SERVICE AND INFO PROC 
\ 


department. The program is forecasting expenses that will exactly match revenues in the two fiscal years. 


Rate Explanation 


The legislature approved the following rates for the Customer Service Center of the Department of Revenue: 


One-Stop Licensing $4.51 
Input Manual Cash Sie21 


per license 
per document 


Input Mail $0.19 per document 
Capture Image $3.91 per document 
Capture Paper $4.97 per document 
Validation $0.18 per document 
Retention $0.21 per document 
Coupon Payment $0.25 per document 
Debt Collection 10 percent of the amount collected 
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The customer intake function represents the initial contact point for customers. The department plans to have customer | 
service representatives supported by up-to-date technology so they will have the ability to answer customer inquiries for | 
all tax types and to approve registration and application inquiries. The customer intake function will also be responsible | 


for the development and design of "user friendly" forms and instructions. 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals - Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 427.31 (12.00) 2.50 417.81 (29.00) 2.50 400.81 


Personal Services 14,110,549 (494,924) 78,248 13,693,873 (920,210) 77,787 13,268,126 
Operating Expenses 3,996,337 (226,770) 4,601,514 8,371,081 (368,248) 4,685,232 8,313,321 
i 75,864 24,136 0 100,000 24,136 0 100,000 
27,799 0 0 27,799 0 0 27,799 


Total Costs $18,210,549 ($697,558) $4,679,762 $22,192,753 ($1,264,322) $4,763,019 $21,709,246 
General Fund 17,085,371 (696,993) 3,691,841 20,080,219 (1,261,142) 3,775,890 19,600,119 
State/Other Special 31,102 (51) 220,823 251,874 (123) 220,645 251,624 
Federal Special 1,094,076 (514) 767,098 1,860,660 (3,057) 766,484 1,857,503 


Total Funds $18,210,549 ($697,558) $4,679,762 $22,192,753 ($1,264,322) $4,763,019 $21,709,246 





Program Description : 

The Compliance, Valuation, and Resolution (CVR) Program oversees tax audits and verifies that taxpayers are complying 
with the laws. The Compliance, Valuation, and Resolution Program will also establish values of property for purposes of 
taxation. Program employees will be located throughout the state. 


Funding 

The Compliance, Valuation, and Resolution Program is funded with general fund, state special revenue, and federal 
special revenue. The program receives state special revenue from charges for administering several taxes. It receives 
federal special revenue as reimbursement for unemployment insurance costs. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General ° Total 
Present Law Description FTE Fund Funds Fhe Fund 


Statewide Present Law 


Personal Services (228,343) 
Inflation/Deflation (25,500) 
Fixed Costs 93,697 


Total Statewide Adjustments ($160,146) ($202,607) 
Present Law Adjustments 


Vehicle Replacement (leases) : 104,200 104,200 ‘ 144,442 144,442 
Education & Training 3 7,893 9,212 : 7,893 9,212 
Cigarette Stamps : 5,000 5,000 ‘ 5,000 5,000 
Mid-tier UNIX Server Charges 20,400 20,400 : 24,840 24,840 
Remove OFLT & Add META Efficiencies (284,293) (284,293) f (703,697) (703,697) 
Computer Replacement Cycle : (372,314) (372,314) ‘ (372,314) (372,314) 
Operating Cost Reductions : 0 0 : (150,000) (150,000) 
Fixed Cost Reductions i (19,617) (19,617) ! (19,198) (19,198) 


COYNDNPWKHY 


Total PL Adjustments (12.00) ($538,731) ($537,412) (29.00) ($1,063,034) ($1,061,715) 





Present Law Adjustments Total ($697,558) ($1,264,322) 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - Vehicle Replacement (leases) - The legislature provided funding to allow the program to lease 31 more vehicles 
from the State Motor Pool during the 2001 biennium. 
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DP 2 - Education & Training - The legislature granted present law adjustments to increase training expenses Oy 
approximately $50 per employee per year. 


DP 3 - Cigarette Stamps - The legislature provided present law increases of $5,000 in both fiscal 2000 and 2001 for | 
increases in the cost of cigarette stamps charged by the stamp manufacturer. | 






DP 4 - Mid-tier UNIX Server Charges - The legislature granted increases of $20,400 in fiscal 2000 and $24,840 in fiscal 
2001 for increased costs to be charged by the Information Services Division of the Department of Administration for mid- | 
tier production processing for Corporation License Tax functions. | 


DP_5 - Remove OFLT & Add META Efficiencies - The legislature accepted present law reductions in costs due to. 
elimination of the Old Fund Liability Tax (OFLT) and to recognize the department's claim that the department | 
reorganization (Project META) would create other efficiencies within the department. The legislature also included | 
“language” directing the department to identify, by position number, which positions the department will eliminate. (See 
the language section.) 


DP 6 - Computer Replacement Cycle - The legislature granted present law adjustments sufficient to allow for a four-year | 
replacement cycle for personal computers. | 


DP 7 - Operating Cost Reductions - The legislature reduced the program's operating budget request by $150,000 in fiscal 
2001 to account for the department's projections that Project META will generate reductions in computer processing | 
charges as the department moves from a mainframe environment to a mid-tier environment. 


DP 8 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 


New Proposals ; 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


1 DOR Reorganization Plan 4 3,358,795 4,346,716 : 3,365,599 4,352,728 
9 SB 270 - Charges for Office Space ‘ 233,867 233,867 i 326,410 326,410 
10 HB 337 - Revise Universal System 22,256 22,256 : 19,208 19,208 
11 HB 128 - Telecommunications Tax 76,923 76,923 : 64,673 ; 64,673 





Total New Proposals ‘ $3,691,841 $4,679,762 : $3,775,890 $4,763,019 


New Proposals 


DP _1 - DOR Reorganization Plan - The legislature provided the program funding for a new proposal to allow the program 
to pay the newly established Customer Service Center for services the center will provide. 


DP 9 - SB 270 - Charges for Office Space - SB 270 allows counties to charge the Department of Revenue for the use of 
office space. The department will use the funds to pay rent on county facilities or to obtain commercial office space when 
counties will not or cannot provide space. 


DP 10 - HB 337 - Revise Universal System - HB 337 revised laws pertaining to the Universal System Benefits Program. 
The legislature added funding for 1.0 FTE and associated expenses to allow the department to implement and administer 
the review process and maintain all documentation required to make a determination of challenged qualifying credits for 
the Universal System Benefits Programs. 


DP 11 - HB 128 - Telecommunications Tax - HB 128 generally revised taxation of telecommunications and created a 


telecommunications excise tax. The legislature added funding for 2.0 FTE and associated operating expenses and 
equipment necessary to administer the telecommunications excise tax. 
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_ Language 


"To implement efficiencies within the department and to reflect the elimination of the OFLT, the department is to identify 
to the Office of Budget and Program Planning and the Legislative Fiscal Division the position numbers of 12.00 FTE at 
the beginning of fiscal year 2000 and an additional 17.00 FTE at the beginning of fiscal year 2001 for elimination. The 
department shall provide this information by July 1 each fiscal year. " 
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Agency Proposed Budget 


Base 
Budget 


Budget Item Fiscal 1998 


FTE 86.46 
3,120,709 
1,358,887 

17,329 


Personal Services 


PL Base 
Adjustment 
Fiscal 2000 


(2.25) 


310,487 
826,834 
32,671 


New 
Proposals 
Fiscal 2000 


(2.50) 


(97,619) 
380,398 


Total 
Leg. Budget 
Fiscal 2000 


81.71 


3,333,577 
2,566,119 
50,000 


PL Base 
Adjustment 
Fiscal 2001 


(2.25) 


293,187 
855,886 
(17,329) 


New 
Proposals 
Fiscal 2001 


(2.50) 


(97,564) 
420,868 
0 


Total 
Leg. Budget 
Fiscal 2001 


81.71 


3,316,332 
2,635,641 
0 


Total 
Leg. Budget 
Fiscal 00-01 


0 32,400 32,400 
21,120 25,000 46,120 
58,800 (58,800) 0 


32,400 0 
25,000 ta0 
(58,800) 0 


32,400 
46,120 
0 


Local Assistance 
Transfers 
Total Costs $4,576,845 $1,168,592 $282,779 $6,028,216 $1,130,344 $323,304 $6,030,493 
3,560,273 
872,219 
2a 
65,694 


71,422 


328,828 282,779 
161,483 0 1,033,702 
775,090 0 782,327 
(65,694) 0 0 
(31,115) 0 40,307 


4,171,880 295,262 312,304 
160,358 11,000 1,043,577 
775,095 0 782,332 
(65,694) 0 0 
(34,677) 0 36,745 


General Fund 4,167,839 


State/Other Special 
Federal Special 
Capital Projects 
Proprietary 


Total Funds $4,576,845 $1,168,592 $282,779 $6,028,216 $1,130,344 $323,304 $6,030,493 





Agency Description 
The Department of Administration provides central services for state agencies in the following areas: 


1) accounting and financial reporting (Accounting and Management Support Program); 

2) warrant writing and bad debt management and collection (Accounting and Management Support Program); 
3) capitol complex building maintenance and security (General Services Program); 

4) state bonded indebtedness administration (Accounting and Management Support Program); 

5) state treasury services (Accounting and Management Support Programs); 

6) insurance coverage and Tort Claims Act administration (Risk Management and Tort Defense Program); 

7) information systems development, telecommunications, and data processing (Information Systems Division); 
8) personnel management and labor relations (State Personnel Division); 

9) purchasing and surplus property administration (Procurement and Printing Division); and 

10) duplicating, mail, and messenger services (Procurement and Printing Division). 





The department also administers the state Long Range Building Program, state employee group benefits program, and the 
various state retirement systems. In addition, the Board of Examiners, the State Tax Appeal Board, the Appellate 
Defender, the Public Employees' Retirement Board, and the Teachers' Retirement Board are attached to the department for 
administrative purposes only. 


The main table above includes only a portion of the department's total funding. Several functions are funded with 
proprietary funds that do not require an appropriation. These proprietary functions are discussed in the proprietary 
program narratives. 


Summary of Legislative Action 

The programs of the Department of Administration are funded with monies appropriated in HB 2 and with non- 
appropriated proprietary funds. For those programs funded with non-appropriated proprietary funds, the legislature 
approved the rates and charges recommended by the department, except for the rental rate on state buildings and the data 
network rate charged by the Information Services Division for which the legislature approved lower rates than the 
department had suggested. The legislature approved rental rates of $5.13 per square foot in fiscal 2000 and $5.37 per 
square foot in fiscal 2001 and a data network rate of $64.59 per connection per month. The rates and fees the legislature 
approved are designed to bring in sufficient funding to allow programs to meet their operating goals and maintain 
adequate reserve balances. 


The legislature funded establishment of the MT PRRIME operations bureau, which is part of the Information Services 
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Division, with proprietary funds and with a direct appropriation in HB 2. The legislatively approved budget for the 
operations bureau consists of 26.0 FTE and $6,373,675 for the biennium. Of this amount, $971,184 is a direct general 
fund appropriation; the remaining amount of $5,402,491 is allocated to agencies as a fixed cost. 


The legislature specifically chose to continue funding the Vehicle Fueling and Natural Gas and Electricity programs with 
proprietary funds, rather than changing funding to state special revenue, as the executive had proposed. The programs are 
relatively new and have thus far been unable to meet the requirement that proprietary-funded programs recover their costs 
completely through rates and charges. The legislature recognized that the programs had not been able to cover all costs in 
the past, but chose to continue funding the programs with proprietary funds because the programs are considered likely to 
be able to cover all their costs in the near future. Moreover, the legislature noted that continuing proprietary funding for 
the programs would make it easier to determine if the programs are able to pay their own way in the long run or if it might 
be better to discontinue them. 


The legislature added $11,000 of state special revenue in the State Personnel Division to allow the division to receive 
funds from state agencies to pay some of the start-up costs of a daycare center for Helena-area state employees. The state 
special revenue will come from voluntary state agency donations. The daycare center will be run by a private concern and 
operating costs will be paid through fees charged to the parents using the services of the center. 


The legislature funded several programs and activities directly through appropriations in HB 2, including portions of the 
Accounting and Management Support Program, the Architecture and Engineering Program, and the Procurement and 
Printing Division. The legislature also funded the State 911 program and the Geographic Information System (GIS) 
Cadastral Mapping project, both of which are administered by the Information Services Division. The legislature funded 
the General Services Program's maintenance of "common areas" in state buildings, such as legislative office space, the 
Governor's mansion, the public display areas in the Historical Society Museum, and some office space in the museum 
building. 


Other Legislation 

Senate Bill 184 - SB 184, which revised property tax law, also established two interim study committees to study 
government fund structure at the local level and at the district court level. The two committees will be attached to the 
Department of Administration for administrative purposes. The department received a biennial appropriation of $55,000 
general fund for committee expenses. 


Agency Budget Comparison 
Base 
Budget 
Fiscal 1998 


PIE 86.46 
3,120,709 
1,358,887 
17,329 

0 

21,120 
58,800 


Personal Services 


Local Assistance 
Transfers 
Total Costs $4,576,845 
3,560,273 
872,219 
7,237 
65,694 
71,422 


General Fund 
State/Other Special 
Federal Special 
Capital Projects 
Proprietary 


Total Funds $4,576,845 


Executive Budget Comparison 


Executive 
Budget 
Fiscal 2000 


83.71 


3,370,707 
2,782,183 
50,000 
32,400 
666,120 
0 


$6,901,410 


5,002,772 
1,076,004 
782,327 

0 

40,307 


$6,901,410 


Legislative 
Budget 
Fiscal 2000 


81.71 


33333,007 
2,566,119 
50,000 
32,400 
46,120 

0 


$6,028,216 
4,171,880 


1,033,702 
782,327 


0 
40,307 


$6,028,216 


Leg — Exec. 
Difference 
Fiscal 2000 


(37,130) 
(216,064) 
0 
0 
(620,000) 
0 


($873,194) 


(830,892) 
(42,302) 
0 

0 

0 


($873,194) 


Executive 
Budget 
Fiscal 2001 


83.71 


3,393,315 
2,073,332 
0 

32,400 
686,120 
0 


$6,145,167 
5,001,180 
1,074,910 
32,332 

0 

36,745 


$6,145,167 


Legislative 
Budget 
Fiscal 2001 


81.71 


3,316,332 
2,635,641 
0 

32,400 
46,120 

0 


$6,030,493 
4,167,839 
1,043,577 
782,332 

0 

36,745 


$6,030,493 


Leg — Exec. 
Difference 
Fiscal 2001 


(36,983) 
562,309 
0 


0 
(640,000) 
0 


($114,674) 


(833,341) 
(31,333) 
750,000 

0 
0 


($114,674) 





Biennium 
Difference 
Fiscal 00-01 





The legislature lowered fixed costs in all programs to reflect reductions in the rental rate that the General Services 
Division will charge state agencies for office and warehouse space and in the data network rate that the Information 
Services Division will charge. The total amount of those reductions was $38,464. 
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In the Accounting and Management Support Program, the legislature did not approve a new proposal for $1.26 million — 


that would have provided a guaranteed annual benefit adjustment for retired teachers. The executive had originally 


requested the appropriation in HB 2, but later withdrew the HB 2 request and obtained an appropriation through other | 


legislation. 


The legislature did not accept the executive new proposal to change the funding of the Vehicle Fueling and Natural Gas | 
and Electricity programs from proprietary funding to state special revenue funding, which reduced the state special 


revenue portion of the budget by $80,916. 








The legislature provided an increase of $78,316 general fund and $750,000 federal funds in fiscal 2001 over the executive — 


request for the GIS Cadastral Mapping project. The amount included in the executive budget that was submitted was in 
error and the legislature's action brought funding up to the level the executive had meant to request. 


The legislature reduced the general fund portion of the Executive Budget request for the MT PRRIME operations bureau — 
by $163,184, which represents funding for 4.0 FTE. (The executive had requested funding for 30.0 FTE; the legislature 


approved funding for 26.0 FTE but also granted funding for contracted services.) 


The legislature did not act on a new proposal for $216,508 to pay moving expenses for state agencies that will relocate | 
during renovation of the Capitol building. The executive withdrew the request shortly after submitting it in the budget, | 
(funding was obtained elsewhere) but subsequently requested that the funds be used to continue the Public Safety Radio | 


project. The legislature declined to fund the Public Safety Radio project. 


The legislature added $11,000 of state special revenue in the State Personnel Division to allow the division to receive 


funds from state agencies to pay some of the start-up costs of a daycare center for Helena-area state employees. The © 


daycare center will be run by a private concern and operating costs will be paid through fees charged to the parents using 


the services of the center. The executive had originally requested that funds to support the daycare center be generated | 


through the rental rate assessed to state agencies and proposed daycare center support of $200,000. The legislature did not © 


accept the executive proposal to support the daycare center through rental rates imposed on state agencies and accordingly | 


accepted lower rental rates than the executive had proposed. 


The legislature removed funding for 1.5 FTE that had been vacant for an extended period from the State Tax Appeal | 


Board budget. The amount removed was $50,202. 
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Program Proposed Budget 


Base PL Base 
Budget Adjustment 
Fiscal 1998 Fiscal 2000 


Budget Item 

FE 

Operating Expenses 
Total Costs 


General Fund 


Total Funds 


Program Description 


New 
Proposals 
Fiscal 2000 





2-GOVERNOR ELECT PROGRAM 


PL Base New Total Total 
Adjustment Proposals Leg. Budget Leg. Budget 
Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


.00 .00 
50,000 50,000 
$50,000 $50,000 
50,000 50,000 


$50,000 $50,000 


The Governor Elect Program pays start-up costs for the incoming Governor, as required by 2-15-221, MCA. 


Funding 


Funding for the costs of the transition to a new gubernatorial administration will come from the general fund. 


New Proposals 


Fiscal 2000 


Fiscal 2000 


Description 


Governor Elect Appropriation 


Total New Proposals 


New Proposals 


FIE 





Fiscal 2000 


Fiscal 2001 Fiscal 2001 
Total Fiscal 2001 General Total 
Funds FTE Fund Funds 


50,000 


$50,000 


DP_1 - Governor Elect Appropriation - The legislature granted a restricted appropriation to fund a new proposal for 
$50,000 in fiscal 2001 to pay the costs of the transition to a new Governor. 
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Program Proposed Budget 


Budget Item 


FTE 

Personal Services 
Operating Expenses 
Equipment 

Local Assistance 


Total Costs 


Federal Special 


Base 


Budget 
Fiscal 1998 


22.92 


949,240 
352,285 
0 


18,100 


$1,319,625 


1,266,597 
8,791 
T3237 


PL Base 
Adjustment 
Fiscal 2000 


.00 


45,349 
16,345 

0 
25,000 


$86,694 
57,686 


611 
25,090 


37,000 


3,307 


New 
Proposals 
Fiscal 2000 


(2.50) 


(97,619) 
(95,916) 
0 


0 
($193,535) 


(193,535) 
0 


0 


Total 
Leg. Budget 
Fiscal 2000 


20.42 


896,970 
272,714 
0 
43,100 


$1,212,784 


1,130,748 
9,402 
32532 
40,307 
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{ 


Total 
Leg. Budget 
Fiscal 00-01 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 





00 (2.50) 20.42 


41,039 
(21,695) 
0 


(97,564) 
(135,002) 
0 


892,715 
195,588 
0 


25,000 0 43,100 





$44,344 ($232,566) $1,131,403 
16,919 (232,566) 

2,585 0 
25,095 


(255) 0 


1,050,950 
11,376 
32,382 
36,745 





Proprietary 


Total Funds $1,319,625 $86,694 $1,212,784 $44,344 


($232,566) 


$1,131,403 





($193,535) 


Program Description 

The Accounting and Management Support Program consists of several units. The Director's Office is responsible for 
supervision and coordination of agency programs and of boards and agencies that are administratively attached to the | 
department. The Legal Services Unit provides legal services to agency programs and to programs that are | 
administratively attached to the department. The Accounting Bureau maintains the Statewide Budgeting and Accounting | 
System (SBAS), establishes state accounting policies and procedures, administers the federal Cash Management 
Improvement Act, processes warrants for all state agencies, handles state debt collection, and prepares the state 
Comprehensive Annual Financial Report (CAFR). The Management Support Bureau and Personnel function provides — 
financial, budgeting, accounting, personnel, payroll, and data processing functions for the department. | 


Funding 

The Director's Office, Accounting Bureau, and Management Support Bureau are funded with general fund. The. 
department funds its legal, warrant writing, debt collection, and data processing support operations with proprietary funds, — 
which are not included in the budget table. The Treasury Unit of the Management Support Bureau receives minor funding 
from the proprietary account of the Board of Investments in the Department of Commerce. The cost of the general 
services of the state financial advisor is funded with state special revenue from fees charged for department-administered 
bond issues. The U.S. Treasury Department reimburses the state for the cost of complying with the federal Cash 
Management Improvement Act. 


Present Law Adjustments 
Fiscal 2000 
General 
Fund 


Fiscal 2000 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
FTE 


Fiscal 2001 


Present Law Description FTE 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 


45,349 
(13,821) 
31,361 


41,039 
(12,643) 
(10,007) 
Total Statewide Adjustments 


$62,889 $18,389 


Present Law Adjustments 


DOA Network charges/Misc. Adj. - HB2 
Fixed Cost Reductions 
Flood Control Funds to Counties 


Total PL Adjustments 


Present Law Adjustments Total 


Present Law Adjustments 


The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are — 
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A-106 


1,126 
(2,321) 
0 


($1,195) 





1,126 1,346 
(2,321) (2,391) 
25,000 E 0 


3,346 
(2,391) 
25,000 
$23,805 


($1,045) $25,955 


$86,694 $44,344 
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standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 4 - DOA Network charges/Misc. Adj. - HB2 - The legislature granted general fund present law adjustments of $1,126 
in fiscal 2000 and $1,346 in fiscal 2001 to pay for internal network support. The legislature also granted a present law 
adjustment of $2,000 in fiscal 2001 for a legislative-year trip for the financial advisor. The amount will be funded 
through fees assessed to bond-issuing agencies. 


DP 6 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 


DP_9 - Flood Control Funds to Counties - The U.S. Treasury Department makes payments to states from money it 
receives from leasing of lands acquired for flood control, navigation, and allied purposes. These funds are distributed to 
the appropriate counties. The legislature provided present law adjustments of $25,000 each fiscal year in federal special 
revenue spending authority. The department previously accounted for these funds in an agency fund, but because of a 
legislative audit recommendation, now records them in a federal special revenue fund. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


8 Accounting Bureau Adj. (2.00) (187,545) (187,545) (2.00) (220,645) (220,645) 
13 FTE Reduction (.50) (11,990) (11,990) (.50) (11,921) (11,921) 
15 Actuarial Study 00 | 6,000 6,000 00 0 0 





Total New Proposals (2.50) ($193,535) ($193,535) (2.50) ($232,566) ($232,566) 


New Proposals 
DP 8 - Accounting Bureau Adj. - Move Statewide Budget and Accounting System (SBAS) functions to MTPRRIME. 


The legislature granted present law reductions of $187,545 in fiscal 2000 and $220,645 in fiscal 2001 due to the transfer 
of 2.0 FTE and associated operating costs to the MT PRRIME Operations Bureau. The department will retain some 
operating costs in the fiscal 2000 budget to pay for recording 1999 fiscal year end data on SBAS and producing reports 
necessary to prepare the Comprehensive Annual Financial Reports (CAFR). 


DP _13 - FTE Reduction - The legislature removed funding for a 0.5 FTE administrative support position that had been 
vacant for an extended period. 


DP _15 - Actuarial Study - The legislature approved a restricted biennial appropriation of $6,000 to pay for an actuarial 
evaluation of the police retirement account. The appropriation had formerly been included in the budget of the State 
Auditor as a line item, but is required by 19-19-205, MCA to be paid by the state treasurer. The Department of ~ 
Administrations performs the functions of the state treasurer. 


Proprietary Rates 

Program Description: Legal Services Unit 06504 

The Legal Unit of the Director's Office advises all divisions within the department on legal matters. The unit receives the 
majority of its funding through the Legal Services internal service fund by charging the non-general fund divisions for 
services provided. 

Revenues and Expenses 


The calculation that gives the amount fe revenue the unit should derive from the internal service fund is based on the 
assumption (derived from a time study) that the Legal Services Unit will devote 1.33 FTE of their 2.0 FTE to the legal 
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matters of the non-general fund divisions. The internal service fund must therefore derive at least enough revenue to pay 
the personal services and associated operating costs of the 1.33 FTE. The costs of the remaining 0.67 FTE are paid by the 


general fund (and are included in the main budget table). Since the Legal Services Unit bills the divisions and programs | 


on a semi-annual basis (in July and January), the unit will charge enough to generate a minimal cash reserve. 


Rate Explanation 


Table 1 shows the share of total fund revenue each program or division is expected to pay. The legislature defined rates 


for the Legal Services Unit as the share of total revenue each program or division is expected to pay. 


Significant Present Law 
Internal Computer Support and Miscellaneous 
Table 1 Internal Computer Support and_Miscellaneous 


Legal Services Unit Rates will allow the Legal Services Unit to fund present 








| 


Adjustments - The rates the legislature approved — 


Tene law adjustments of $412 in fiscal 2000 and $438 in | 
Program or Division oNare } fiscal 2001 to pay the Network Support Unit for an | 


Information Services Division 


Teachers' Retirement Division 


adjustments of $725 per fiscal year for legal 


increase in the indirect costs of maintaining | 
computers. The unit will also fund present law 


Employee Benefits Program research tools (a CD subscription to Labor & © 
Risk Management and Tort Defense Program Employment Law at $500 per year and access to 
Architecture and Engineering Program Lexus, an electronic legal research tool at $225 per _ 


General Services Division year). 


Total 





Decrease of 0.5 FTE in Legal Unit - The rates the | 
legislature approved will reduce funding for the © 


unit in an amount equivalent to the personal services costs of 0.5 FTE. The 0.5 FTE will remain in the unit, but will be — 


funded by the Personnel Division and will perform legal work for that division. 


Program Description: Network Support Unit (A/E 06560) 


The Network Support Unit administers all data processing functions of the department except those of the Information 
Services Division. The unit provides network support services, including installing software and hardware, responding to 


computer problems, and answering software questions. The unit also provides computer-programming services. 


Revenues and Expenses 


The unit anticipates revenues of $145,652 in fiscal 2000 and $151,896 in fiscal 2001. These amounts are increases of 11 | 
percent and 16 percent over base year revenue. The unit anticipates expenses of $151,729 in fiscal 2000 and $151,502 in © 
fiscal 2001. These amounts are both increases of 13 percent over base year amounts and are mainly due to increases in — 


salaries for information technology employees and increased data network costs. 


Rate Explanation 


The financial objective of the Network Support Unit is to operate on a break-even basis. The unit charges other divisions © 
in the department a fixed fee per computer to cover the costs of providing network support services, which it bills in July — 


of each fiscal year to build up the working capital balance it requires. It charges a set fee per hour for computer 
programming, which it bills on an actual-hours-used basis. 


The legislature approved rates of $668 per computer for fiscal 2000 and $685 per computer for fiscal 2001 for network 


service charges. For computer programming charges, the legislature approved a 60-day working capital rate. 


Program Description: Pro-card Program 


Through the Procurement Card Services Program, agencies are allowed to use a procurement card for purchases under 


$5,000. Agencies using the card have their transactions uploaded electronically into the Statewide Budgeting and _ 
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Accounting System monthly. The cost for this program is recovered through fees assessed against agencies using the 
purchasing card. In fiscal 1998, the program was run on a pilot basis and revenues and expenditures were accounted for 
in the Network Support Unit proprietary account. . 


Revenues and Expenses 
The program had requested a change to state special revenue funding, and so did not provide estimates of revenues and 
expenses. 


Rate Explanation 
The legislature authorized the program to charge fees for its goods and services that will allow it to maintain a 60-day 
working capital balance. 


Program Description: Warrant Writer Program (A/E 06564) 


The Department of Administration provides the services of the Warrant Writer Program to most state agencies for check 
writing and automatic-deposit capabilities for financial transactions. The program produces and processes warrants and 
tracks them on the warrant writer system. The program generates, mails, tracks, and cashes each warrant. The services 
the program offers include direct deposit, warrant consolidation, stopping of payments, warrant cancellations, emergency 
warrants, duplicate warrants, warrant certification, warrant research, payee file data, and federal 1099-MISC processing. 


The system handles about 2 million payment transactions per year. Payment transactions include warrant writing and 
electronic transfers for vendor payments, retirement payments for public employees and teachers, payroll, worker's 
compensation, income tax refunds, special refunds, and public assistance benefit payments. In addition, the program 
maintains a central payee file to facilitate payment processing. The program is also responsible for consolidation of 1099- 
MISC information for the Internal Revenue Service (IRS). The program coordinates compliance with IRS rules 
governing 1099 MISC-filings and error reports. 


Revenues and Expenses 

The program uses historical data to forecast the following categories of payments: mailer warrants, non-mailer warrants, 
emergency warrants, duplicate warrants, external warrants, and electronic fund transfers. The program forecasts revenues 
of $677,203 in fiscal 2000 and $671,442 in fiscal 2001. These are decreases of 11 percent and 12 percent from base year 
revenues. The program forecasts expenses of $708,617 in fiscal 2000 and $644,245 in fiscal 2001, which are decreases of 
six percent and 14 percent from base year expenses. The reductions in revenues and expenditures are because a portion of 
the program will be transferred to the MT PRRIME Operations Bureau. 


Rate Explanation 

The program determines the proposed rate structure for each type of warrant or payment by conducting time, supply, and 
processing analysis studies to determine the "estimated actual cost" of 
each payment type. Where possible, personal service costs are allocated 
to specific types of transactions before allocating the remaining costs to 
all other transactions. Fixed expenditures such as audit fees, 
miscellaneous supplies, rent, and telephone charges are allocated to all 
transactions. ° Variable costs such as postage, maintenance, computer 
processing, and warrant stock are allocated at a fixed rate against those 












Table 2 
Warrant Writer Rates 





Type FY2000. = FY2004 









Mailer $ 0.50277 $ 0.50143 items that utilized them. 

Nonmailer $ 0.18230 $ 0.18190 

Emergency $ 3.30190 $ 3.30060 The program had requested that the legislature allow it to charge fees 
Duplicates $ 0.50360 $ 0.50320 sufficient to maintain at least 60 days of working capital. However, the 
Externals $ 0.14960 $ 0.14920 legislature adopted numerical rates for each type of warrant the 
Direct Deposit $ 0.09540 $ 0.09380 department issues, as shown in the table. 
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New Proposals 
Warrant Writer Adjustments - Move warrant-writer functions to MT PRRIME 


The rates the legislature authorized will allow the department to make reductions of $85,854 in fiscal-2000 and $124,634 
in fiscal 2001 by transferring 1.0 FTE and associated operating costs to the MT PRRIME Operations Bureau... The bureau 
will handle the computer processing and programming functions of the warrant-writing function. The department will 


retain some operating costs in the fiscal 2000 budget to handle warrant processing through June 30, 2000. The department | 
is also including debt service costs of $8,783 each fiscal year in the budget to finance the purchase of new printing | 


equipment for the PeopleSoft computer system. 
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Program Proposed Budget 

PL Base 
Adjustment 
Fiscal 2000 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


Base 
Budget 


Budget Item Fiscal 1998 


FTE 17.50 .00 17.50 .00 17.50 


614,478 


131,096 
29,776 
0 


Personal Services 
Operating Expenses 


745,574 127,393 741,871 
248,950 278,726 30,380 279,330 
0 0 0 0 
0 0 0 0 0 
Total Costs $863,428 $160,872 $1,024,300 $157,773 $1,021,201 $2,045,501 
State/Other Special 


Capital Projects 


160,872 1,024,300 157,773 1,021,201 2,045,501 


863,428 
0 0 0 0 0 0 


Total Funds $863,428 $160,872 $1,024,300 $157,773 $1,021,201 $2,045,501 


Program Description 

The Architecture and Engineering Division (A&E) manages remodeling and construction of state buildings. Its functions 
include: planning new projects and remodeling projects; advertising, bidding, and awarding construction contracts; 
administering contracts with .architects, engineers, and contractors; disbursing building construction payments; and 
providing design services for small projects. The division also formulates a long-range building plan for legislative 
consideration each session. 


Funding 
The division is funded with funds transferred from the long-range building capital projects fund to a state special revenue 
account established for administrative expenditures. 


Present Law Adjustments 

Fiscal 2000 
Total 
Funds 


Fiscal 2001 
General 
Fund 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
General 
Fund 


Fiscal 2001 
FTE 


Fiscal 2000 


Present Law Description FTE 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


Operating Adjustments 
Fixed Cost Reductions 


Total PL Adjustments 


Present Law Adjustments Total 


Present Law Adjustments 


131,096 
3,941 
24,365 


$159,402 


3,314 
(1,844) 


$1,470 


$160,872 





1273393 
2202 5 
25,689 


$156,007 


3,641 
(1,875) 


$1,766 


$157,773 


The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP1 - Operating Adjustments - The legislature granted one-time-only increases in state special revenue of $3,314 in 
fiscal 2000 and $3,641 in fiscal 2001 to pay the division's share of legal fees, court costs, and internal network support 


costs. 


DP 2 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 
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Program Proposed Budget 
Base 
Budget 


Budget Item Fiscal 1998 


FTE 10.29 
362,609 
94,458 
0 

Total Costs $457,067 
General Fund 457,067 
State/Other Special 0 


Total Funds $457,067 


PL Base 
Adjustment 
Fiscal 2000 


.00 
30,906 
7,024 

0 
$37,930 


37,930 
0 


$37,930 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


10.29 
393,515 
101,482 

0 
$494,997 


494,997 
0 


$494,997 
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PL Base 
Adjustment 
Fiscal 2001 


.00 
28,623 
7,974 

0 
$36,597 


36,597 
0 


$36,597 


New 
Proposals 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal-2001 


10.29 
391,232 
102,432 

0 


$493,664 


493,664 
0 


$493,664 


Total 
Leg. Budget 
Fiscal 00-01 





Program Description 
The Procurement and Printing Division is divided into the following four categories: 


1) the Publications and Graphics Bureau, which provides printing, duplicating, desktop publishing, layout and design, 
graphic and illustrative art, forms design, photo-reprographics, binding and quick copy, and photocopier pool services _ 
for state agencies; 

2) the Property and Supply Bureau, which purchases, stocks, and sells office supplies, paper, janitorial supplies, and | 
packaged computer software to state agencies and administers the sale of state and federal surplus property; 

3) the State Procurement Bureau, which manages centralized purchasing for state agencies by investigating possible 
sources for products, determining alternate product possibilities, preparing specifications, enforcing the terms and 
conditions outlined in purchase orders, and providing technical assistance to state agencies regarding purchasing laws; _ 
and 

4) the Vehicle Fueling, Energy Procurement, and State Procurement Card functions, which administer contracts for the 
statewide fueling network, the deregulated purchase of electricity and natural gas, and the state's MasterCard contract 
for the automated processing of small purchases. 


Funding | 
The division is funded with general fund and proprietary funds. The Publications and Graphics Bureau is funded with — 
proprietary funds through payments for services provided to other state agencies. The Property and Supply Bureau is | 
funded from with proprietary funds through payments for goods and services provided to local governments and other 

state agencies. The State Procurement Bureau is funded from the general fund. The Natural Gas and Fueling Program is _ 
funded through markups on the cost of fuel and natural gas purchased for resale to state institutions and university system — 
units and accounts for its funds in proprietary accounts. : 


Since only the State Procurement Bureau is funded with general fund, the amounts in the main budget table pertain only to 
that bureau. The HB 2 general fund appropriated to the program is $988,661. : 
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Present Law Adjustments 


Present Law Description 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


Other Fixed Costs - Purchasing 
Fixed Cost Reductions 


Total PL Adjustments 


Present Law Adjustments Total 


Fiscal 2000 
Fiscal 2000 General 
FTE Fund 


Fiscal 2000 
Total 
Funds 


30,906 
827 
8,510 


$40,243 


(1,082) 
(1,231) 


(1,082) 
(1,231) 
($2,313) ($2,313) 


$37,930 


Fiscal 2001 
Fiscal 2001 General 
FTE Fund 


(947) 
(1,231) 


($2,178) 


6-PROCUREMENT & PRINTING DIV. 


Fiscal 2001 
Total 
Funds 


28,623 
827 
9,325 


$38,775 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - Other Fixed Costs - Purchasing - The legislature granted present law decreases of $1,082 in fiscal 2000 and $947 
in fiscal 2001 because Network Support Units charges will be less than in the base year. 


DP_5 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 


Proprietary Rates 


Program Description: Procurement and Printing Division 
The Procurement and Printing Division manages several proprietary activities. The Publications and Graphics Bureau 


provides printing, duplicating, desktop publishing, layout and design, graphic and illustrative art, photo-reprographics, 
binding and quick copy, and photocopier pool services for state agencies. The Property and Supply Bureau purchases, 
stocks, and sells office supplies, paper, janitorial supplies, and packaged computer software to state agencies and 
administers the sale of state and federal surplus property. The bureau also manages the Vehicle Fueling, the Natural Gas 
and Procurement, and the Procurement Card Programs. 


The program includes the following five proprietary accounts: the Publications and Graphics account, the Central Stores 
account, the Surplus Property account, the Vehicle Fueling account, and the Natural Gas and Electricity Procurement 
account. The Surplus Property account is an enterprise fund for which the legislature does not approve rates. 


Publications and Graphics Account 06530 

The Publications and Graphics Bureau prints; duplicates; provides the photocopy pool copiers; provides typography; does 
layout and design, graphic and illustrative art, photo-reprographics, binding, and quick copy; and contracts out certain 
printing. 


Revenues and Expenses 

The program is projecting revenue of $6,297,504 in fiscal 2000 and $6,647,042 in fiscal 2001. These are increases of 1.4 
percent and 7 percent from base year revenues. The program is projecting expenditures of $6,497,574 in fiscal 2000 and 
$6,747,084 in fiscal 2001. These are increases of 2.7 percent and 6.7 percent from base-year expenses. The program 
projects that the fund balance will fall by approximately 37 percent by the end of the biennium, to $695,177. 
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Rate Explanation 
The legislature authorized the program to charge fees for its services that will allow it to maintain a 60-day working 


capital reserve. 


Significant Present Law 
The program plans to increase spending in the following categories: 


1) Overtime: increases of $3,469 in fiscal 2000 and an additional $5,500 in fiscal 2001 to cover rush printing jobs and 
fiscal-year-end printing; 


2) Printing Equipment Maintenance: an increase of $10,000 in fiscal 2001 to cover maintenance for the Legislative Print 
Shop. The $10,000 figure is based on the price of the current maintenance contract; 


3) Other Direct Materials Costs: an increase of $16,500 in fiscal 2001 for the Legislative Print Shop. The amount is based 
on fiscal 1997 actual costs; 


4) Direct Materials - Paper: an increase of $13,500 for fiscal 2001 for the Legislative Print Shop. The amount is based on 
fiscal 1997 actual costs; 


5) Photocopy Pool: a 12 percent increase for fiscal 2001 in the price of the three-year photocopy pool contract and an 
additional $34,496 in fiscal 2001 to cover Legislative copier costs for the House and Senate; and 


6) Installment Purchases: increases of $50,000 each fiscal year to cover the installment purchase of a high-speed 
electronic processing duplicator. 


Central Stores Account (A/E 06531) 


Central Stores purchases, warehouses, sells, and delivers commonly used items, including office supplies, fine paper, 
computer paper, janitorial supplies, coarse paper, software, and forms to all state agencies. The program states that it tries 
to charge prices that enable it to recover costs of personnel, operating expenses, necessary equipment purchases, and any 
costs for additional inventory requirements. To support its operations and the required inventory levels, the program 
attempts to maintain a 45-day operating reserve. 


Revenues and Expenses 

The program is projecting revenue of $4,018,200 in fiscal 2001 and $4,138,746 in fiscal 2001. These are increases of 6.1 
percent and 9.3 percent from base-year revenues. The program is projecting expenditures of $4,082,452 in fiscal 2000 
and $4,073,242 in fiscal 2001. These are increases of 1.5 percent and 1.3 percent from base year expenses. The program 
projects operating losses of $64,252 in fiscal 2000, which it predicts will be offset almost exactly by an operating profit of 
$65,504 in fiscal 2001. The program projects that the fund balance will fall by approximately 12 percent by the end of the 
biennium, to $1,070,451. 


Rate Explanation 
The legislature authorized the program to charge fees for its goods and services that will allow it to maintain a 60-day 
working capital balance. 


Surplus Property Account (A/E 06066) 

The Property and Supply Bureau operates the surplus property program to administer the sale of state and federal surplus 
property no longer needed by state agencies. The bureau attempts to extend the life of state property by providing a 
mechanism to transfer surplus property between agencies. It also attempts to create a broad and efficient market for 
selling state surplus property and to provide accountability in the disposal of surplus state property. The bureau provides 
agencies with a surplus equipment pick-up service and operates a screening service to locate federal surplus property for 
state and local agencies. 
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The program retains the proceeds from the sale of an agency's surplus equipment if the sale value is $150 or less. If the 
sale value is greater than $150, the program retains 8 percent of the sale value plus any extraordinary sales expenses. The 
program absorbs the fixed costs of all auctions. Though the program charges no transfer fee for property transferred 
among state agencies, it charges a $25 per hour fee to the agency receiving the property if it is required to move property 


_ physically from one agency to another. In the federal surplus program, the program charges 14 percent of the federal 


acquisition value (FAV) plus freight charges. 


_ Because the surplus property program accounts for its operations in an enterprise fund, the legislature does not approve 











rates for the program. 


Natural Gas and Electricity Account (A/E 06558 
The Natural Gas and Electricity Program purchases natural gas and electricity for selected state agencies and the 
university system. 


Revenues and Expenses 
The program had requested a change to state special revenue funding, and so did not provide estimates of revenues and 
expenses. 


Rate Explanation 
The legislature authorized the program to charge fees for its services that will allow it break even over the biennium. 
(That is, the program will maintain no funding reserve.) 


Vehicle Fueling Account (A/E 06561) 


The Vehicle Fueling Program provides for fueling public vehicles through an integrated commercial/public fueling 
network. 


Revenues and Expenses 
The program had requested a change to state special revenue funding, and so did not provide estimates of revenues and 
expenses. 


Rate Explanation 
The legislature authorized the program to charge fees for its goods and services that will allow it to maintain a 60-day 
working capital balance. 
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Program Proposed Budget 
Base 
Budget 


Budget Item Fiscal 1998 


FTE 2.00 


129,798 
95,298 
17,329 


Personal Services 
Operating Expenses 
Equipment 

Total Costs $242,425 
General Fund 


Federal Special 
Proprietary 0 


242,425 
0 


Total Funds $242,425 


PL Base 
Adjustment 
Fiscal 2000 


00 
(38,636) 
697,706 

32,671 
$691,741 
(58,259) 
750,000 
0 


$691,741 


New 
Proposals 
Fiscal 2000 


.00 

0 
476,314 
0 
$476,314 
476,314 
0 

0 


$476,314 


Total 
Leg. Budget 
Fiscal 2000 


2.00 
91,162 
1,269,318 
50,000 
$1,410,480 
660,480 
750,000 

0 


$1,410,480 
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PL Base 
Adjustment 
Fiscal 2001 


00 
(39,287) 
747,582 
(17,329) 

$690,966 
(59,034) 
750,000 

0 


$690,966 


New 
Proposals 
Fiscal 2001 


.00 

0 
494,870 
0 
$494,870 
494,870 
0 

0 


$494,870 


Total 
Leg. Budget 
Fiscal 2001 


2.00 


90,511 


1,337,750" 


0 
$1,428,261 
678,261 
750,000 

0 


$1,428,261 


Total 
Leg. Budget 
Fiscal 00-01 








Program Description 

The Information Services Division (ISD) manages central computer services and telecommunications services for state | 
government. Through its central computing services function, the division provides central mainframe computer 
processing services and network services for statewide data communications networks that access the central mainframe : 
computer. The division plans and coordinates data processing for state agencies and reviews and approves equipment and | 
software acquisitions. It designs and develops data processing applications and provides continuous maintenance support. _ 
The division also provides data processing training and support and consulting services for microcomputer and office _ 
automation systems. The division manages disaster recovery facilities for critical data processing applications. : 


The division's telecommunications function provides local and long distance telephone network services and designs, 
develops telephone equipment network applications, and serves other telecommunications needs for state agencies. It also 
manages the statewide 911 emergency telephone service and coordinates use of radio frequencies with local governments. 


The division also oversees Geographic Information Systems (GIS) development and houses the MT PRRIME program. 


Program Narrative 
MT PRRIME Operations Bureau 


MT PRRIME (Montana's Project to Re-engineer the Revenue and Information Management Environment) will replace the 
state's automated financial, human resource, asset management, and budget systems with a commercial integrated 
software package that the Information Services Division of the Department of Administration will maintain. The 1997 
legislature granted $16.0 million of funding for development of the MT PRRIME in HB 188. In the 2001 biennium 
budget request, the executive included a proposal fora MT PRRIME Operations Bureau to operate and maintain the MT 
PRRIME system. The executive proposed that $5.4 million of funding for the MT PRRIME Operations Bureau come 
from fixed costs assessed to state agencies, but also requested a direct general fund appropriation of $1.13 million. The 
direct general fund support was to be for software maintenance. The debt service costs from the $16.0 million of bonds 
issued to fund development of the system were also included in agency budgets and total nearly $5.0 million dollars for 
the 2001 biennium. 


The legislature reduced funding for personal services by $363,184 (an amount equal to funding for 4.0 FTE) but added 
$200,000 for contracted services, for a net reduction of the Executive Budget request by $163,184. The legislatively 
approved budget for the operations bureau consists of 26.0 FTE and $6,373,675 total for the biennium, as shown in Table 
1. To reduce the budget, the legislature provided a general fund appropriation lower than the amount requested by the 
executive, but accepted the amounts the executive had included in agency budgets as fixed costs. The legislature made it 
clear that by reducing the requested general fund appropriation, it was not suggesting that the operations bureau cut 
funding for software maintenance, but instead reducing the overall budget of the operations bureau by an amount 
equivalent to 4.0 FTE. 
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funding sources for the 
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In the budget request, the executive noted 
that since the MT PRRIME project would 
replace existing financial and _ payroll 
functions for which agencies had been 
paying, agency budgets could be reduced to 


reflect the cost savings. In addition, the base 


budget of the Governor's Office included 
$80,000 for system development costs; that 
funding was transferred to the MT PRRIME 
Operations Bureau. Finally, the executive 
noted that the system should provide cost 
savings through increased efficiency and 
reduced agency general fund budget requests 


accordingly, in effect "forcing" agencies to 
achieve cost savings. 
_ concurred in the executive's characterizations 
of cost savings and funded the MT PRRIME 
associated portions of agency budgets as the 


The legislature 


executive had requested. The breakdown of 
MT PRRIME 
Operations Bureau is shown in Table 2. 


Funding 
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MT PRRIME Costs and Funding 


MT PRRIME Budget - Operations Bureau 


Expenditure Catego 


Personal Services (26 FTE) 
Network Communications Bureau 
Operations Support Bureau 
Support Contracts 

Maintenance Contracts 

Bureau (physical facility costs) 
Staff Training and Travel 
Equipment (one-time) 

Division Allocated Costs 


TOTAL MT PRRIME OPERATIONS 
COSTS 


Funding 


Fixed Cost Allocations to Agencies 
General Fund - Direct Appropriation 


TOTAL MT PRRIME FUNDING 





FY 2000 FY 2001 


$ 1,341,288 $1,408,090 $2,749,378 
120,921 142,025 262,946 
450,564 449,915 900,479 
320,000 318,400 638,400 
627,350 655,018 1,282,368 
114,357 88,590 202,947 
90,000 90,000 180,000 
30,000 - 30,000 
62,073 127 A951 


———_1_—. 


Totals 


65,084 


$°3:156:553 '"$"3:217;122 "$'6,373:675 


2,680,239 
476,314 


“1 


2,722,252 
494.870 


5,402,491 


971,184 


$ 3,156,553 $3,217,122 $6,373,675 


Nearly all the operations of the Information Services Division are funded with proprietary funds. The program receives 


general fund to operate the Statewide 911 Emergency Telephone Service and general and federal fund support for GIS 


development. The legislature also granted a direct general fund appropriation for partial support for the MTPRRIME 


_ Operations Bureau. 


General Fund Direct 
Appropriation 

Agency Fixed Costs - New 
Cost Allocations (Net) 
Subtotals 


Agency Fixed Costs - Cost 
Savings 

Governor's Office - Cost 
Savings 


Agency General Fund Base 


Reductions 
Subtotals 


TOTALS 
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769,486 


1,324,962 


3,156,553 


Table 2 


476,314 $ 494,870 


737,085 


1,245,800 1,231,955 


545,791 617,671 


40,000 40,000 


1,327,496 


1,910,753 1,985,167 
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MT PRRIME Operations Bureau - Who Pays? 


$ 971,184 


1,506,571 
2,477,755 


1,163,462 


80,000 


2.652.458 
3,895,920 


$ 6,373,675 
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Present Law Adjustments 


Present Law Description 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 
Total Statewide Adjustments 
Present Law Adjustments 
St 911 Program - GF - Adjustments to base 
Public Safety Radio - GF 
GIS Cadastral - HB2 
Fixed Cost Reductions 


Total PL Adjustments 


Fiscal 2000 
Fiscal 2000 General 
FTE Fund 


7,581 
(40,000) 
9,158 
(181) 


($23,442) 
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Fiscal 2001 Fiscal 2001 
General Total 
Funds 


Fiscal 2000 
Total Fiscal 2001 
Funds FTE Fand 


(38,636) 
986 
2,833 


($34,817) 


7,581 E 7,581 
(40,000) (40,000) 
759,158 ‘ 9,158 

(181) ; (180) 

$726,558 


($23,441) $726,559 


$691,741 $690,966 





Present Law Adjustments Total 


Present Law Adjustments : 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in | 
the table correspond to the narrative descriptions. 


DP_1 - St 911 Program - GF - Adjustments to base - The legislature granted present law adjustments totaling $7,581 
general fund each fiscal year for operating costs related to the statewide 911 emergency telephone service. | 


DP 18 - Public Safety Radio - GF - The legislature granted present law reductions of $40,000 general fund each fiscal 
year, which removes funding for the program. The executive also requested that funds requested but subsequently not 
needed in the General Services Program budget be used to continue funding for the program. The amounts requested 
were general fund of $108,088 in fiscal 2000 and $107,338 in fiscal 2001. The legislature declined to fund the program. 


DP _19 - GIS Cadastral - HB2 - The legislature provided one-time-only present law adjustments of $9,158 general fund 
each fiscal year and $750,000 federal special revenue each fiscal year for support of the statewide GIS Cadastral Meron | 
project. | 
DP 21 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD | 
data network charges. 


New Proposals 

Fiscal 2001 Fiscal 2001 
Fiscal 2001 General Total | 
Funds FTE Fund Funds 


Fiscal 2000 Fiscal 2000 


Fiscal 2000 General Total 
Description FTE Fund 


General fund for MT PRRIME 476,314 476,314 494,870 : 


Total New Proposals 


$476,314 $476,314 $494,870 





New Proposals 

DP 4 - General fund for MT PRRIME - The legislature granted general fund appropriations of $476,314 in fiscal 2000 and / 
$494,870 in fiscal 2001 for support of the MT PRRIME Operations Bureau. (See the discussion of the MT PRRIME_ 
budget in the "Program Narrative" section above. 
Language | 
"The legislature also encourages the executive to explore ways to recruit Montana college students to work in the MT 
PRRIME Operations Bureau, including ways to offer college credits or other methods as allowed by law." 


i 
f 
| 
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Proprietary Rates 


Program Description 

The Information Services Division (ISD) receives proprietary funding to pay its costs of managing central computer 

services and telecommunications services for state government. Proprietary funds pay the expenses of the central 

computing services function along with the other information system management services the division provides. The 
division provides central mainframe computer processing services and network services for statewide data 

communications networks that access the central mainframe computer. 


The division's telecommunications function receives proprietary funds to pay the costs of providing local and long 
_ distance telephone network services and the costs of designing and developing telephone equipment network applications. 


_ The division also receives proprietary funds for a portion of the costs of the Montana Geographic Information Systems 
| project and for most of the costs of the MT PRRIME program. The MT PRRIME program is housed in the division and is 
responsible for the operation and maintenance of the state Legacy Solutions budget development system and the 
PeopleSoft human resource, financial, and asset management systems. 


_ Revenues and Expenses 

| The agency is forecasting revenues of $30,083,873 in fiscal 2000 and $30,728,304 in fiscal 2001, which are increases of 
| 33.7 percent and 36.6 percent over base year revenue. The program is forecasting expenses of $30,141,900 in fiscal 2000 
and $30,608,582 in fiscal 2001, which are increases of 29 percent and 31 percent over base year revenue. The agency 
| projects that the fund balance will increase by 21.2 percent from the base year but will have fallen by 68 percent from its 


| 


high in fiscal 1996. 


Rate Explanation 

| The legislature authorized the program to charge fees that will allow it to maintain no more than a 60-day working capital 
‘balance, except that the legislature authorized the program to charge a data network rate of no more than $64.59 per 
connection per month. 


_ Revenues the internal service fund receives come from the following four major revenue centers: 


f 
i 
1) Computer Operations Bureau (COB): COB revenues are generated from state mainframe processing charges to 
| agencies based upon central processing unit (CPU) seconds or other per transaction rates and client server contracts. 
| 
| 


2) System Support Bureau (SSB): SSB revenues come from systems support and development charges based upon an 
hourly service rate. 















3) Telecommunications Data: Revenues come from network charges assessed on a monthly or yearly basis per 
| workstation or installation. 


4) Telecommunications Voice: Revenues come from voice telecommunication charges on equipment and long-distance 
| usage. 


The division plans to change its fees to state agencies from the 1999 biennium levels. Mainframe processing charges 
would decrease by 19 percent while laser printing charges would increase by 10 percent in the 2001 biennium relative to 
the charges assessed in the fiscal 1998 base year. Telephone equipment charges would increase by 7 percent, but there 
) would be no change in long distance charges in the 2001 biennium relative to the fiscal 1998 base year. 


The division assigns the costs of the data network to agencies as a monthly fixed cost based upon the projected number of 
‘network devices in the agency. The monthly charge will increase from $53.00 per month per intelligent device (PC) to 
$64.59 per month per device in fiscal 2000 and fiscal 2001. The monthly charge for non-intelligent devices (terminals) 


will remain constant at $30.00 per month. 
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The division bases its hourly charges for systems support and development on projected hours of service. The fiscal 1998 
base cost of $44.00 per hour for project development and end-user and LAN administration is projected to increase to 
$53.00 per hour in fiscal 2000 and fiscal 2001, largely because of data network and Summitnet growth. 


Significant Present Law 


In preparing its rates, the program calculated that a base rate of $50.00 per intelligent device would have been necessary _ 


to allow it to maintain base services. The present law adjustments and new proposals discussed below are those that the — 


legislature considered when deciding what rate to approve. 


Data Network Growth - The division plans to continue to provide hardware, circuits, and support for the state, local, and | 
wide-area data networks (Summitnet). The state would expand its current network, add additional bandwidth at existing | 
sites, and support newly developed applications by state agencies. The division plans to recover the costs by allocating 


90 percent of the costs to the Summitnet data network rate and allocating the remaining 10 percent of the costs as a direct 
charge to other state entities. 


Rate impact: Expenditures for data network growth will account for $5.995 of the data network rate. 


Data Network Security Tools - The division plans to provide network security including Virus Scan software, encryption, — 
and Internet firewall protection and to implement firewall and encryption software in various points throughout the | 
network to protect critical applications and sensitive data files. The division plans to recover costs by allocating 50 — 


percent of the costs to the Summitnet data network rate and the remaining 50 to the local area network rate. 


Rate impact: Expenditures for data network security tools will account for $1.57 of the data network rate. 


Network Operating System Support and Management - The division would hire an additional 2.0 FTE and purchase — 
software necessary to provide additional support for Windows NT application needs, Web servers, and database servers. _ 
The cost of one of the FTE would be recovered through data network charges. The FTE would assist agency local area — 
network administrators throughout the state with new installations, would troubleshoot technical problems, coordinate — 


local area network reconfiguration, and support application services in local area networks. 


The second FTE, requested by agencies through the Information | Technology Advisory Committee, would provide 
centralized NetWare and Windows NT support on a contract basis. The cost of this FTE would be paid by agencies using 
the FTE and is not included in the data network rates. 


Rate impact: Expenditures for network operating system support and management will account for $3.02 of the data — 


network rate. 
Telephone Management System - The division plans to replace the current system that was purchased in 1987 and is no 
longer supported by the developer. The division plans to replace both hardware and software. The division plans to 


allocate 50 percent of the costs to the long-distance rate and 50 percent to the telephone rate. 


Video System Upgrades and Support - The division plans to upgrade the compressed video systems throughout the 


network to the latest software and hardware and to provide increased levels of FTE support. It plans to allocate the cost of | 


the upgrades and support to the video rate. 


Enterprise Mid-Tier Support - The division plans to expand the mid-tier computer production processing capability and 


the capacity of the Computer Operations Bureau. The mid-tier computer configuration is located within the existing ISD : 


computer center to take advantage of the central physical facilities of conditioned electrical power, physical security, fire 


detection and suppression systems, technical expertise, and 24-hour, 7-days-a-week operational support. The division — 


plans to allocate the costs to mid-tier users. 
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_ Statewide GIS Cadastal Database - The Statewide GIS Cadastral Mapping project is a collaborative effort of many state, 


local, federal and private users. Participants will coordinate development of a single automated database of land parcel 
information based on a standard database design. There are also plans to train local governments in the use of the data. 
Except for an annual general fund request of $60,000 and a federal fund request of $750,000 each fiscal year, participating 
programs pay the costs of the GIS project. The state's costs of automating the land parcel information are reduced by the 
participation by local government, federal, and private users. 


Rate impact: This proposal does not affect any of the regular ISD charges, because the proprietary fund support for the 
project would come from direct charges to other state agencies and private entities. 


_ New Proposals 


MT PRRIME Bureau - MT PRRIME will replace the state automated financial, human resource, asset management, and 
budget systems with a commercial, integrated software package, which will be maintained by the MT PRRIME 
Operations Bureau. The bureau will be housed in the Information Services Division. 


|The MT PRRIME Operations Bureau will be responsible for the operation and maintenance of the Legacy Solutions 
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budget development system and the PeopleSoft human resource, financial, and asset management systems. The bureau 
will provide resources to manage the systems and implement upgrades and will coordinate with vendors both for system 
support and for future changes to the system. The bureau will coordinate work with other ISD bureaus in the area of 
network and computer operations and will provide end user support including end user training and traditional help-desk 
services. It will also promote use of the systems by state agencies and will implement security procedures, data backup, 
interface management, disaster recovery, testing, and contingency plans. The bureau will coordinate all technical aspects 
of the systems with the state data center and the telecommunications and systems support functions also located within 
ISD. The MT PRRIME Operations Bureau will develop the statewide strategic policy and technology plans in the areas 
of budget, human resources, technology support, and financial and asset management. 


This bureau will coordinate all aspects of systems operations with the Department of Administration accounting, 
procurement, and personnel functions; the Office of Budget and Program Planning; the Legislative Fiscal Division; and all 
state agencies, including the university system. 


Rates Approved: To pay the costs of the bureau, the executive requested a direct general fund appropriation and 
allocated the remaining costs to agencies as a fixed cost. The legislature provided some direct general fund support as 
explained in the new proposal in the HB 2 portion of the budget and accepted the total amounts allocated to agencies as a 


_ the rates the bureau will charge. The total amount allocated to agencies is $5,402,491 for the biennium. 


Central Administration and Funding Desktop Software - The division plans to purchase standard desktop suite software 
| (Microsoft Office Standard) with a two-year upgrade cycle, with costs allocated to the local network rate. 


Rate Impact: Expenditures on this present law adjustment will account for $4.00 of the data network rate. 


Inter-Governmental IT Coordination Services - The division plans to offer information technology (IT) coordination and 
support services to local government agencies. The division would work with local governments to identify opportunities 
for standardizing technology, coordinate deployment of technology within local governments, and use joint contracts for 
equipment and service purchases. 


Rate impact: The expenses would be offset by direct charges to the local governments. 
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Program Proposed Budget | 
Base PL Base New Total PL Base New Total Total | 

Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 

Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


.00 .00 : .00 .00 : .00 

Operating Expenses 276,635 32,725 309,360 47,315 323,950 
i 0 32,400 32,400 32,400 32,400 
58,800 (58,800) 0 (58,800) 0 

Total Costs $335,435 $6,325 $341,760 $20,915 $356,350 
General Fund 235,319 106,441 341,760 121,031 356,350 
Capital Projects 65,694 (65,694) 0 (65,694) 0 
Proprietary 34,422 (34,422) 0 (34,422) 0 


Total Funds $335,435 $6,325 $341,760 $20,915 $356,350 





Program Description 

The General Services Program manages repair and maintenance services for state agencies in the Capitol complex and 
several state-owned buildings in the Helena area. The program provides locksmith, painting, remodeling, and 
construction services. The program supervises contracts for mechanical maintenance, pest control, janitorial services, 
elevator repair, security, maintenance, and garbage collection for state-owned buildings. The program also provides 
professional and technical assistance to agencies that are located within a ten-mile radius of the capitol complex. 


Funding 

Funding for the General Services Program is primarily from proprietary funds not included in the HB 2 budget, which the 
program receives by charging rent to state agencies. Agencies pay rent on office and warehouse space in state buildings 
located mostly on the Capitol complex. 


The legislature also granted the program a HB 2 appropriation of $698,110. The general fund appropriation will be 
counted as a rent expense, though it will actually be transferred as revenue into the general services proprietary account. 
The general fund support is to pay the costs of maintaining "common areas" such as legislative office space, the - 
Governor's mansion, public display areas in the Historical Society Museum, and some office space in the museum — 
building. The common areas account for about 20 percent of the capitol complex office space. In the past, the program 
received capitol land grant funds to pay maintenance costs on buildings in the capitol complex. For the 2001 biennium, 
the program did not request capitol land grant funds. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 ’ General Total Fiscal 2001 General Total 
Present Law Description FILE Fund Funds RIE Fund Funds 


Statewide Present Law 


Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 
Present Law Adjustments 
Fixed Cost Reductions : (10,734) (10,734) i (10,738) (10,738) 
Capital Outlay : 32,400 32,400 : 32,400 32,400 
HB 002 Adjustments : (15,344) (15,344) ‘ (750) (750) 
Aviation Support Facility 0 0 0 0 


Total PL Adjustments : $6,322 $6,322 F $20,912 $20,912 


Present Law Adjustments Total $6,325 $20,915 





Present Law Adjustments 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 


DEPARTMENT OF ADMINISTRATION A-122 GENERAL SERVICES PROGRAM : 


_ DEPARTMENT OF ADMINISTRATION 8-GENERAL SERVICES PROGRAM 


_ standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
_ the table correspond to the narrative desenptions: 


| “Dp - Fixed t Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
data network charges. 





_ DP 13 - Capital Outlay - The legislature accepted present law adjustments of $32,400 general fund in each year of the 
biennium to fund a lease-purchase agreement that the state entered into for the facility located at 1227 11th Avenue, 
_ which houses the Office of Public Instruction. The Department of Administration will own this facility at the end of the 
' lease-purchase agreement. 


_DP_15 - HB 002 Adjustments - The legislature provided net present law general fund decreases of $15,344 in fiscal 2000 
_and $750 in fiscal 2001. The present law adjustments will fund an increase in the fixed cost general fund portion of 
: maintenance and rent costs for the "common areas" that are not included in the regular rental rate assessed to agencies. 
_The "common areas" include the third and fourth floors of the Capitol, the Historical Museum, the original Governor's 
_mansion, and the Executive Residence. The cost increases in the present law adjustments are more than offset by 
decreases in contracted services, communications, repair and maintenance, and other expenses that will be funded through 
the proprietary fund rent rate. 


Proprietary Rates 





Program Description: General Services Program (A/E 06528) 


_ The General Services Program manages repair and maintenance services for state agencies in the Capitol complex and 
several state-owned buildings in the Helena area. The program provides locksmith, painting, remodeling, and 
construction services. The program supervises contracts for mechanical maintenance, pest control, janitorial services, 
elevator repair, security, maintenance, and garbage collection for state-owned buildings. The program also provides 
_ professional and technical assistance to agencies that are located within a ten-mile radius of the capitol complex. 


The General Services Program has increased its responsibilities with the addition of two new facilities. The first is the 
building at 1227 11th Avenue, which houses staff for the Office of Public Instruction. The second is the Aviation Support 
Facility located on Airport Road in Helena, which provides hangar and office space for the Division of Natural Resources 
_and Conservation and will provide office space for the MT PRRIME program. 





Revenues and Expenses 
The program is forecasting revenues of $5,378,852 in fiscal 2000 and $5,611,123 in fiscal 2001. These are increases of 
17 percent and 22 percent over base year revenues. Part of the increase is dué to the two new facilities the program now 
"serves. The program forecasts expenses of $5,350,098 in fiscal 2000 and $5,500,045 in fiscal 2001. These are increases 
‘of 23 percent and 27 percent over base year amounts. The fund balance is projected to fall by 11 percent by the end of the 
| biennium, to $772,481. 


| Rate Explanation 
_ The program allocates rent to agencies occupying space in the buildings controlled by the Department of Administration 


on a per-square-foot basis. The rates are established to cover the cost of personal services, operating expenses (including 
_ Major maintenance), and new and replacement equipment. The program charges for project work completed for agencies 
by in-house staff or contracted with an outside vendor on a cost-recovery basis. 





| The legislature approved the following rental rates for the program: 


DEPARTMENT OF ADMINISTRATION A-123 GENERAL SERVICES PROGRAM 


DEPARTMENT OF ADMINISTRATION 8-GENERAL SERVICES PROGRAM | 


Office Space 
Fiscal 2000 $5.13 per square foot 


Fiscal 2001 $5.37 per square foot 


Warehouse Space | 
Fiscal 2000 = $2.12 per square foot ! 


Fiscal 2001 $2.12 per square foot 


Significant Present Law 
Janitorial Services - This present law adjustment accounts for $0.18 of the program's proposed fiscal 2001 rate of $5.37. 
per square foot. 


Caretaker Services - This present law adjustment accounts for $0.24 of the program's proposed rates of $5.13 per square _ 
foot in fiscal 2000 and $5.37 per square foot in fiscal 2001. 


Security Services - This present law adjustment accounts for $0.066 of the program's proposed rate of $5.37 per quae | 
foot in fiscal 2001. 


Utilities and Other Expenses - These present law adjustments account for $0.182 of the program's proposed rate of $5.13 
per square foot in fiscal 2000 and $0.335 of the program's proposed rate of $5.37 per square foot in fiscal 2001. The 
program had originally requested higher rates to allow for a fire district fee the city of Helena had imposed that the state _ 
did not pay on the advice of the attorney general. On this advice, the legislature lowered the program's requested rate by © 
$0.068 each fiscal year. 


Buildings and Grounds Repairs and Maintenance - The executive recommends restoring $451,822 ‘each year of the 
biennium in proprietary fund authority, which was transferred by the General Services Program to the Architecture and - 
Engineering Division during the base year, for an energy retrofit project and a security enhancement project. These | 
expenditures do not appear in the General Services Program base budget. In addition, the increases would fund some 
continuing appropriation authority for ongoing projects. 


Rate Effect: Though these expenditures were not included in the program's fiscal 1998 base, they were included in its — 
calculations of rent charges for the 1999 biennium and therefore have no affect on the program's rates. 


Equipment - The General Services Program plans to purchase a service truck for maintenance, carpenters, and painters, 
either through competitive bid or from surplus property. The net effect of the purchase will be a present law increase of 
$6,500 in fiscal 2000 and a decrease of $8,500 in fiscal 2001. 


Rate Effect: This present law adjustment accounts for $0.02 of the program's rates of $5.13 per square foot in fiscal 2000. 


Aviation Support Facility - Effective October 1, 1998, the General Services Program assumed responsibility for the 

aviation support facility building. The Department of Natural Resources and the MT PRRIME program will be leasing 
this space from the Department of Administration. The department has entered into a long-term ground lease with the 
Helena Regional Airport authority to lease the ground (approximately 225,258 square feet) where the facility is located 
and to pay for snow removal and lawn maintenance. The budget supported by the program's rates includes $19,941 in. 
fiscal 2000 and $20,340 in fiscal 2001 in proprietary funds to pay for the lease. : 
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Program Description 


The Mail & Distribution Bureau manages mail service for state agencies and also manages the Post Office located in the 
Capitol building. 


Funding 
The Mail & Distribution Bureau receives its entire funding from proprietary funds. 


Proprietary Rates 


Program Description 

The Central Mail Bureau manages mail service for state agencies and also manages the Post Office located in the Capitol 
building. The Central Mail Bureau is authorized to operate a Mail & Distribution Program as a centralized facility. The 

Mail & Distribution Program provides a professional mail processing staff, using automated mail processing equipment. 


_ Revenues and Expenses 

The program forecasts revenues of $3,403,683 in fiscal 2000 and $3,402,250 in fiscal 2001, which are approximately 5 
_ percent more than fiscal 1998 revenues. The program forecasts expenditures of $3,450,647 in fiscal 2000 and $3,448,394, 
_which are approximately 7 percent more than fiscal 1998 expenditures. The program forecasts operating losses in both 
_ years of the biennium, which will cause fund balance to fall 12 percent by the end of the biennium. 


_ Rate Explanation 

: The legislature approved two types of rates in this program, one for messenger service, also known as "deadhead mail" 
' and one for handling U.S. Post Office mail. The program allocates the cost of deadhead mail to agencies as a fixed cost. 
| The legislature approved the total amounts the program had allocated to agencies as the program's rates. The total amount 
allocated is $163,704 per fiscal year. For the handling of U.S. Post Office mail, the legislature approved a 60-day 
_working capital rate that will allow the program to charge fees necessary to maintain no more than 60-days of working 
_ capital. 
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Program Proposed Budget 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2000 


New 
Proposals 
Fiscal 2000 


PL Base 
Adjustment 
Fiscal 2000 


Base 
Budget 


Budget Item Fiscal 1998 


FTE 23.25 22.50 .00 22.50 
817,123 910,358 0 905,323 
210,478 11,000 260,498 

0 0 0 0 0 0 


0 0 0 0 0 0 


Personal Services 
Operating Expenses 


Total Costs $1,027,601 $131,793 $1,159,394 $127,220 $11,000 $1,165,821 


1,154,821 
11,000 


1,027,601 131,793 1,159,394 
0 0 0 0 


127,220 0 
11,000 


General Fund 
State/Other Special 


Total Funds $1,027,601 $131,793 $1,159,394 $127,220 $11,000 $1,165,821 $2,325,209 





Program Description : 
The State Personnel Division provides state agencies with a comprehensive program of personnel administration, | 
including training, position classification and pay, collective bargaining and labor relations, and equal employment and : 
affirmative action. The division publishes state rules, standards, and policies relating to recruitment, selection, discipline, | 
grievance, performance appraisal, leave, and other personnel matters. The division administers benefits plans including 
health, life, dental, and vision insurance, flexible spending accounts, deferred compensation, a sick leave fund, employee | 
incentive awards, and health promotion. The division also prepares, maintains, and distributes payroll for all state | 


employees. 


Funding 

Funding for general personnel administration functions is from the general fund. The Employee Benefits Bureau is _ 
funded from the investment earnings of the state employees benefits fund. The Employee Benefits Bureau also receives a 
minor general fund appropriation for administration of the employee incentive program and sick leave administration. 
The Professional Development Center is funded with proprietary fees charged to state agencies for training services. The 
State Payroll Unit is funded with proprietary fees charged to state agencies for payroll processing services. : 


Present Law Adjustments : 

Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 

General Total General Total | 
Fund Funds Fund Funds 


Fiscal 2001 
FTE 


Fiscal 2000 


Present Law Description FTE 


Statewide Present Law 


125,174 
1,043 


Personal Services 


Inflation/Deflation 850 


Fixed Costs 


Total Statewide Adjustments 


Present Law Adjustments 


Adjustments to Base 
Fixed Cost Reductions 


Total PL Adjustments 


Present Law Adjustments Total 


(17,064) 
(2,162) 


($19,226) 


24,802 


$151,019 


(17,064) 
(2,162) 


(.75) 
00 


(18,564) 
(2,197) 


($19,226) (.75) ($20,761) 


$131,793 


27,078 


$147,981 


(18,564) 
(2,197) 


($20,761) 





$127,220 


: 
120,053 


Present Law Adjustments | 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are | 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in © 
the table correspond to the narrative descriptions. 


DP 1 - Adjustments to Base - The legislature granted present law net reductions of $17,064 in fiscal 2000 and $18,564 in | 
fiscal 2001 to fund various adjustments to the base, as described below: 


i 


y 
: 
| 
i 
} 
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An additional $2,000 in budget authority will pay for increases in the bid price of the Montana employers’ salary survey. 
_ An additional $10,000 per year will pay for expansion of the Human Resource Competency Project. An additional $1,826 
_ each year will be added to existing funding to provide sufficient funding for quarterly meetings of the Governor's 
_ Advisory Council on Disabilities. 


_ The Personnel Administration Program is making changes to the FTE positions assigned to the Program. The adjustments 
_ will result in a reduction of FTE in the program. The personal services reductions are greater than the additional funding 
_ described above, so the result of the present law adjustments will reduce the program's budget by $17,064 in fiscal 2000 
_ and by $18,564 in fiscal 2001. 


| DP 7 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD 
_ data network charges. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FIE Fund Funds 


Daycare Center Startup Costs , : 11,000 





: Total New Proposals 3 ‘ $11,000 


_ New Proposals 

DP 1 - Daycare Center Startup Costs - The legislature granted a state special revenue appropriation of $11,000 in fiscal 
_ 2001 to allow the division to receive funds from other state agencies to pay part of the startup costs of a daycare center for 
_ Helena-area state employees. The center will be run by a private concern and the operating costs of the center will be paid 
_ through fees charged to parents using the center. The legislature also included language specifying how the division 
| should allocate the startup costs to agencies. 


Language 

"If the Helena school district is willing to rent space to the Department of Administration in the Ray Bjork school, the 
department may collect up to $11,000 from agencies based on the number of Helena FTE for the purpose of establishing 
and supporting a daycare center." 










: Proprietary Rates 
_ Program Description: Professional Development Center (A/E 06525) 


| The Professional Development Center provides a variety of training products and services to state agencies on a fee 
reimbursement basis. About 1 percent of the program's revenue comes from the sale of guidebooks and other training 
| materials. 


_ Revenues and Expenses 

_ The program measures the demand for its services by counting the number of participants serviced, which varies over 

_time and is difficult to predict from quarter to quarter. The program served 3,334 participants in fiscal 1997 and 2,898 

_ participants in fiscal 1998. The program projects revenues of $266,180 in fiscal 2000 and $276,247 in fiscal 2001, which 

_ are increases of 31 percent and 36 percent over base year revenues. It projects expenses of $254,145 in fiscal 2000 and 
$264,213 in fiscal 2001, which are increases of 34 percent and 40 percent over base year expenses. By the end of the 

! biennium, the program will have built the fund balance up to $40,070 from the $9,659 balance at the end of fiscal 1998. 


| Rate Explanation 

The program establishes its rates by separating fixed costs or overhead from those variable costs directly associated with a 
specific workshop or service. The total projected fixed costs are divided by an estimate of total billable hours to allocate 
fixed costs to billable staff hours. Billable hours for the 3.0 FTE in the program are estimated based on an analysis of 
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billing hours in past fiscal years. General preparation time, planning, supervisory and administrative tasks, personal leave, 
and unbilled travel time are subtracted from the total available hours. The analysis done by the department indicates that — 


62 percent of total staff time can be billed to specific products or services. 


The department's analysis of expenses indicates that 26 percent of total costs are variable costs that can be associated with 
specific products or services. The remaining 74 percent are personal services and other fixed costs that must be allocated _ 


through staff time. 
The legislature accepted the program's proposed rates as follows: 


Fiscal 2000 base price: $50.9 1/hour 
Fiscal 2001 base price: $52.84/hour 


Significant Present Law 


Improve Training Services - The program expects to refurbish and enhance its video library during the 2001 biennium and | 


expects to spend an additional $1,650 in fiscal 2000 and $750 in fiscal 2001 to acquire new tapes. 





The program also anticipates costs for computer disks and computer supplies, consulting services, travel, and other | 


general expenses. The program expects to spend a total of $16,799 in fiscal 2000 and $28,314 in fiscal 2001. 


Program Description: Employee Benefits Program (A/E 06559) 


The Employee Benefits Program provides a variety of insurance products for 30,000 state employees, retirees, and their 


dependents. Funding for insurance comes from premiums paid by the State of Montana, as the employer. 


Revenues and Expenses 

The program projects revenues of $53,844,192 in fiscal 2000 and $57,954,055 in fiscal 2001, which are increases of 5 
percent and 13 percent over fiscal 1998 revenues. The program projects expenses of $57,597,536 in fiscal 2000 and 
$62,748,925 in fiscal 2001, which are increases of 19 percent and 30 percent over fiscal 1998 expenses. Given the 
program's projections, by the end of the biennium, the fund balance will have declined by 32 percent from its fiscal 1998 
level. 


Rate Explanation 

The legislature approved monthly rates per employee of $285 for fiscal 2000 and $295 for fiscal 2001. Of that amount, 
about $4.00 will account for the operating expense incurred directly by the Employee Benefits Program. The executive 
has requested funding for the approximately $5 million the agencies will need to pay for the increase in the state share of 
insurance contributions in HB 13, the pay plan bill. 


The program set the state contribution by projecting plan costs and estimating the revenue necessary to maintain adequate 
actuarial reserves. Reserves are calculated as a percentage of claims and consist of two components, incurred but not 
reported (IBNR) reserves and claims fluctuation reserves. The estimated level of claims fluctuation reserves increases in 
the second year of the biennium because there was a significant amount of time between premium projections. 


Significant Present Law 

Provide Additional Benefit Program Services - In past years, the Benefits Program maintained a legal staff to handle its 
legal issues and consultations. In the 2001 biennium, the Benefits Program will contract for legal services from the 
Personnel Administration office. The program anticipates that the cost for this contracted service will be $23,666 in fiscal 
2000 and $23,697 in fiscal 2001. The Benefits Program is eliminating 1.25 FTE as a result of retiring the TESSERACT 
Benefits System. The program will also transfer 0.42 FTE to the Personnel Administration Program. The net result 
(increase in contracted services less the decrease in personal services costs) of all the FTE changes is a present law 
decrease of $50,335 in fiscal 2000 and $50,131 in fiscal 2001. 


The Benefits Program plans to republish the benefits booklet, which is provided to all state employees. The cost for 
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revising and printing the booklet in fiscal 2000 will be $31,750. The program also undergoes audits of its medical and 
pharmacy plans in addition to the audit of the program. These audits occur during the second year of the biennium and 
cost around $34,000. 


The program expects long-distance phone charges to increase during the biennium due to the addition of a fax. The 
_ program also faces an increase in its rental rates for meeting rooms. 





The conversion to MT PRRIME and PeopleSoft will impact the Benefits Program. The TESSERACT Benefits System 
will become obsolete when PeopleSoft is implemented and the program will terminate the maintenance contract. This 
_will save the program $36,664 each year of the biennium. In addition, the program will see a decrease of $40,890 per 
year in its computer processing costs, since the MT PRRIME system will handle many of the program's computer 
_ operations. However, the Benefits Program has been allocated an additional share of MT PRRIME development and 
implementation costs. The program's share of these costs will be $268,024 in fiscal 2000 and $272,225 fiscal 2001. The 
program will bear additional allocated charges of $1,636 in fiscal 2000 and $1,788 in fiscal 2001 for data processing 
_ provided by the Department of Administration data-processing unit. 


| Increase in Flexible Spending Account Participation and Contract Price - The program expects that enrollment in the 
_ Flexible Spending Account (FSA) benefit program will increase 2 to 3 percent annually. The program also expects the 


| amount members elect to deposit in flexible spending accounts to increase by 11.5 percent, based on the plan's prior year 
experience. The contract prices for administration of the FSA program will increase to $2.30 per member per month in 
_ fiscal 2000 and will increase to $2.35 per member per month in fiscal 2001. 


Changes in Health Insurance Claims - The Benefits Program projects that the cost of benefit claims for medical, dental, 
_ pharmaceutical and life insurance will continue to increase annually. As the cost of claims increases, administrative 
_ expenses also increase. However, the Health Insurance Program expects reductions in the rate of growth of administrative 
expenses, due to employees switching to fully insured plans. 


The plans present law spending increases over base year expenses of 14.7 percent for fiscal 2000 and 22.8 percent for 
_ fiscal 2001 for managed care expenses. For medical and dental claims, the division plans present law increases over base 
_ year expenditures of 9.2 percent for fiscal 2000 and 13.6 percent for fiscal 2001. The program plans present law increases 
_ of 24.9 percent for fiscal 2000 and 39 percent for fiscal 2001 for prescription claims. 


| The program plans present law increases for employee assistance programs of 14.7 percent for fiscal 2000 and 22.8 
' percent for fiscal 2001. For present law increases for vision benefit costs, the program plans present law increases of 19.6 
percent for each fiscal year. The program will not increase life insurance rates during the 2001 biennium. 





The Benefits Program also expects increases in the costs of other medical plans. The program has recently offered new 

_ medical plans to its members, including a long-term care plan expected to attract up to eight percent of the total medical 

| plan membership. The program projects that membership in the other new health plans will increase ten-fold by the 2001 
_ biennium. 


Program Description: State Payroll Unit (A/E 06563) 


| The State Payroll Unit prepares and distributes the payroll and processes the associated withholding and deductions for 
| 11,500 state employees in the executive, legislative, and judicial branches. 


_ Revenues and Expenses 
The unit is projecting revenues of $308,746 in each year of the biennium. The unit projects expenses of $374,677 in 
| fiscal 2000 and $335,413 in fiscal 2001. Both projected revenues and projected expenses are roughly one-third of their 
i sioricai levels; implementation of the PeopleSoft system will shift many of the unit's costs to the MT PRRIME unit of 


the Information Services Division. 
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Rate Explanation | 
After the State Payroll Unit establishes a budget for the 2001 biennium, it allocates its costs to state agencies based on the _ 
projected number of employees each agency pays. The unit bills agencies and collects payment at the beginning of each 
fiscal year. The estimate of the number of employees each agency pays is determined from actual erhnployee numbers in | 
fiscal 1997 and fiscal 1998. 


The legislature accepted the executive request that it be allowed to charge agencies fees that will allow the unit to | 
maintain a 60-day working capital balance. : 


Significant Present Law 

Conversion to New Software System - With implementation of MT PRRIME and the new PeopleSoft software, the 
payroll program will transfer many of the functions it previously handled on the TESSERACT system to MT PRRIME. 
The unit will no longer bear the costs of microfilm services, computer processing, system development and operational — 
support, and SBAS processing and will not need to acquire or replace equipment as often. The unit will conduct training 
sessions with other state agencies on the PeopleSoft system and the new classification, pay, and performance management _ 
system that is being developed. Unit employees will also attend PeopleSoft payroll conferences during the biennium. 
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Program Description 

The Risk Management & Tort Defense Division (RMTD) insures state agencies against risk of loss for property, 

| commercial vehicles, boiler, airport, aircraft, fidelity bond and fine arts. The state self-insures against property losses 

_ under $150,000 ($250,000 for the prison), and claims for general liability, errors and omissions, inland marine, auto 
liability, and foster care liability. The state also carries full coverage auto insurance on certain state-owned vehicles and 

_ on all leased or loaned vehicles. The division also provides risk management and safety training, consultation services, 

_ claims administration and legal defense to prevent or minimize the adverse effects of physical or financial loss. 








_ Funding 
_ The division is funded with proprietary funds. 


_ Proprietary Rates 


_ The Risk Management & Tort Defense Division (RMTD) insures state agencies against risk of loss for property, 
_ commercial vehicles, boiler, airport, aircraft, fidelity bond and fine arts. The state self-insures against property losses 
- under $150,000 ($250,000 for the prison), and claims for general liability, errors and omissions, inland marine, auto 
_ hability, and foster care liability. The state also carries full coverage auto insurance on certain state-owned vehicles and 
on all leased or loaned vehicles. The division also provides risk management and safety training, consultation services, 
_ claims administration and legal defense to prevent or minimize the adverse effects of physical or financial loss. 


| 
| 
. 
| Program Description 
| 
: 


_ The Department of Administration is authorized by Section 2-9-202, MCA, to accumulate a self-insurance fund to pay for 
self-insured losses, to purchase insurance, and to fund operations. The stated funding objective for the self-insurance 
_ portion of the program is to maintain insurance rates sufficient to sustain consecutive "worst year" loss experiences of 
; $5.4 million over fiscal 2000 and fiscal 2001. This $5.4 million dollar amount is based on actual costs sustained in the 
_ fiscal year where the state sustained its worst losses. The State of Montana has tort damage caps of $750,000 per claim, 
_ $1,500,000 per occurrence. Because the state performs diverse and high-risk functions, three or four large catastrophic 
_ claims in any given year could drive the self-insurance fund balance to zero. 

To set rates for the commercial insurance premium cost portion of the program, which is allocated to agency budgets as 
part of fixed costs, the program calculates the actual base year premiums paid to commercial carriers and adds on a 
percentage of increase. The program determines the amount of the percentage increase by talking to industry experts and 
| brokers to get their opinions about how much commercial premiums will be in the upcoming biennium. 

! 


| Revenues and Expenses 
| The division anticipates revenue of $7,139,785 in fiscal 2000 and $7,147,505 in fiscal 2001. These amounts are not 
substantially different from base year revenue, which was $7,115,038. The division anticipates expenditures of 
- $9,098,926 in fiscal 2000 and $9,131489 in fiscal 2001, which are both increases of approximately 29 percent over base 
| year expenditures. The increase in expenditures will lead to forecasted operating losses of $1,959,141 in fiscal 2000 and 
_ $1,983,984 in fiscal 2001. 


Rate Explanation 
The goal of the division is to maintain 





Risk Management Rates insurance rates that will generate reserves 

sufficient to sustain losses in each year of the 

Total Amounts Allocated biennium equal to the losses sustained in the 

Type of Coverage FY2000 FY2001 "worst year" since the inception of the self- 
_| tmsurance fund. Fiscal 1987 was the "worst 

General Liability $3,834,842 $3,834,842 year" since the inception of the fund, when the 
Auto Liability 1,244,420 1,244,419 | state sustained losses of $5.4 million. The 
Property 1,147,684 1,147,684 | division’s goal is therefore to generate enough 
Airport/Aircraft 122,108 122,108 reserves to sustain back-to-back losses of $5.4 
All Other Lines 202,742 212,029 | million per year. The division has not 
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adjusted the $5.4 million "worst loss" for inflation. 


The legislature accepted the rates shown in the table, which the division explained would be sufficient to allow it to 


achieve a fund balance adequate to meet its goal. 


Significant Present Law 


Increase Fidelity Bond Claims - The division budget includes present law increases of $27,000 in proprietary funds each — 





year of the biennium to pay fidelity bond claims. The amount requested in fiscal 2000 is the actual fiscal 1998 number _ 


plus the amount of known insurance claims that are pending. The division anticipates more claims will be forthcoming in _ 


fiscal 2001, as internal controls tighten. 


| 
| 


Increase Authority for Comprehensive Insurance Plan - The RMTD manages the comprehensive insurance plan for state _ 
government. The division purchases commercial insurance and also retains some coverage. Purchases are based on 


competitive bids and are subject to world insurance markets. This division requests present law adjustments of $111,073 
in fiscal 2000 and $111,129 to purchase insurance for the state. The RMTD has estimated that 2001 biennium costs will 
be fiscal 1998 actual expenditures plus a 10 percent increase for property and aircraft insurance and a 5 percent increase 
for all other lines, with the exception of fidelity bond insurance. The cost of fidelity bond insurance will triple due to 
charges imposed by a new carrier based on the program's claims history. 


Rent - The division’s budget includes present law proprietary fund increases of $22,625 each year of the biennium to 
cover increased rent expenses. The RMTD previously rented office space in the Teacher's Retirement building. In the 
2001 biennium, this office space will no longer be available and the division will rent more expensive commercial office 
space. | 


Other Present Level Adjustments - The division’s budget includes present law proprietary fund increase of $56,620 in 
fiscal 2000 and $32,959 in fiscal 2001 for increased operating expenses. These expenses include consulting and 
_ professional services for legal defense of tort actions brought against the state, claims adjusters, property appraisers, and 
actuarial services. They also include expenses for Oracle database development to maintain more detailed asset 
information and replacement costs for 12 personal computers and a printer. 


New Proposals 

Add data processing position - The rates approved will allow present law proprietary funds adjustments of $20,743 in 
fiscal 2000 and $20,608 in fiscal 2001 for a new 1.0 FTE and associated costs. The new FTE will handle the data 
processing portion of the claims handling process. 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


ETE 10.50 ] 9.00 (1.50) : 9.00 


Personal Services 247,461 295,998 47,219 294,680 
Operating Expenses 80,783 85,483 5,310 86,093 
Equipment 0 0 0 0 0 
Local Assistance 3,020 0 3,020 0 3,020 
Total Costs $331,264 $53,237 $384,501 $52,529 $383,793 
General Fund 331,264 53,237 384,501 52,529 383,793 
Total Funds $331,264 $53,237 $384,501 $52,529 $383,793 
Program Description 
The State Tax Appeal Board, established by Article VIII, Section 7 of the Montana Constitution and Section 15-2-101, 


~ MCA, provides a tax appeal system for all actions of the Department of Revenue. It hears appeals from decisions of the 


} 











56 county tax appeal boards and takes original jurisdiction in matters involving income taxes, corporate taxes, severance 
taxes, centrally assessed property and new industry property, gasoline and vehicle fuels taxes, and cabin site leases. The 


- board travels throughout the state to hear appeals from decisions of the county tax appeal boards and to conduct 


informational meetings for the various county tax appeal boards. The State Tax Appeal Board directs the county tax 
appeal board secretaries, who are state employees, and pays their salaries and employee benefits from its personal services 
appropriation. The board also reviews and pays the expenses, including employee benefits, of those county tax appeal 
board secretaries who are county employees. In addition, board pays the clerical-related expenses for all 56 county tax 
appeal boards, including supplies, postage, and copies, but excluding office equipment. 


Funding 
All funding for the board is provided by the general fund. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds ETE Fund Funds 


Statewide Present Law 
Personal Services 80,884 
Inflation/Deflation 332 
Fixed Costs 5,006 
Total Statewide Adjustments $86,222 
Present Law Adjustments 
Operating Adjustments .00 51 51 .00 153 
Personal Services Reductions (1.50) (32,347) (32,347) (1.50) (32,112) (32,112) 
Fixed Cost Reductions .00 (689) (689) .00 (689) (689) 


Total PL Adjustments (1.50) ($32,985) ($32,985) (1.50) ($32,648) ($32,648) 





Present Law Adjustments Total $53,237 $52,529 


Present Law Adjustments 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 


standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 1 - Operating Adjustments - The board received present law general fund increases of $51 in fiscal 2000 and $153 in 
fiscal 2001 to pay internal network support costs. 
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DP 2 - Personal Services Reductions - The legislature reduced the personal services budget by an amount equal to the | 
costs of 1.5 FTE. 


DP 3 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD | 
data network charges. 











DEPARTMENT OF ADMINISTRATION A-134 STATE TAX APPEAL BOARD 





























APPELLATE DEFENDER 1-APPELLATE DEFENDER 


Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 3.00 .00 i 3.00 .00 : 3.00 


Personal Services 97,610 38,595 136,205 37,620 0 135,230 
Operating Expenses 41,733 8,202 49,935 8,137 0 49,870 
Equipment 0 0 0 0 0 0 


Total Costs $139,343 $46,797 $0 $186,140 $45,757 $0 $185,100 


General Fund 139,343 46,902 (186,245) 0 45,862 (185,205) 0 
State/Other Special 0 (105) 186,245 186,140 (105) 185,205 185,100 


Total Funds $139,343 $46,797 $0 $186,140 $45,757 $0 $185,100 


Agency Description 

The Office of the Appellate Defender is an agency administratively attached to the Department of Administration. Prior 
to creation of the agency by the 1995 legislature, the Appellate Defender Program was administratively attached to the 
Department of Administration and funded by a statutory appropriation. The appellate defender is hired by, and serves at 
the pleasure of, the Appellate Defender Commission. The appellate defender provides legal counsel for indigent persons 
who have been convicted and then appeal their district court conviction or petition for post-conviction relief from 
proceedings in district court. The appellate defender also aids the commission in compiling and keeping current a roster 


of Montana attorneys eligible for appointment by an appropriate court as trial and appellate defense counsel for the 
indigent. 


The appellate defender exists under state mandates established at 46-8-210 through 213, MCA. 


Summary of Legislative Action 

The legislature approved $92,554 in present law adjustments. Most of the increase is to fully fund personal services in the 
2001 biennium. The budget includes $5,512 for consulting and professional services that the office expects to use for 
expert witness fees for a death penalty case it is scheduled to handle during the biennium. 


Agency Budget Comparison 
Base Executive Legislative Leg — Exec. Executive Legislative Leg — Exec. Biennium 
Budget Budget Budget Difference Budget Budget Difference Difference 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


EGE 3.00 3.00 3.00 3.00 3.00 


Personal Services 97,610 136,205 136,205 0 135,230 135,230 0 
Operating Expenses 41,733 53,140 49,935 (3,205) 53,075 49,870 (3,205) 
Equipment . 0 0 0 0 0 0 0 


Total Costs $139,343 $189,345 $186,140 ($3,205) $188,305 $185,100 ($3,205) 


General Fund 139,343 0 0 0 0 0 0 
State/Other Special 0 189,345 186,140 (3,205) 188,305 185,100 (3,205) 





Total Funds $139,343 $189,345 $186,140 ($3,205) $188,305 $185,100 ($3,205) 


Executive Budget Comparison 

The legislature granted present law adjustments for contracted services for expert witnesses that were $5,200 less than the 
amount requested by the executive. The legislature also adjusted expenditures for rent and ISD data network charges by 
$210 to reflect differences between the rent and ISD data network rates proposed by the executive and those accepted by 
the legislature. 


Funding 
In the past, the program had been entirely funded by the general fund, through district court reimbursement funds derived 
from 7 percent of the 2 percent tax on automobiles and light trucks (61-3-509, MCA). County treasurers forwarded these 
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funds to the state treasurer, who credited the amounts to the state general fund for district court expenses as provided in 3- 
5-901, MCA. However, as a result of the passage of HB 166 by the 1997 legislature, district court fees are now deposited 
to a state special revenue account rather than to the general fund. Since district court fees have been the funding source | 
for the Office of the Appellate Defender in the past, the legislature accepted a new proposal for a funding entity change. 
The program will now be funded by the district court fee state special revenue fund. 


Present Law Adjustments 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description LE, Fund Funds FTE Fund Funds 


Statewide Present Law 
Personal Services 38,595 
Inflation/Deflation 490 
Fixed Costs 35201 
Total Statewide Adjustments $42,296 
Present Law Adjustments 
Other Fixed Costs : 2,106 é 2,156 
Consulting & Professional Services ; 2,500 ; 2,500 
Fixed Cost Reductions . (105) F (105) 


Total PL Adjustments é $4,501 : $4,551 





Present Law Adjustments Total $46,797 $45,757 


‘Present Law Adjustments | 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are | 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in | 
the table correspond to the narrative descriptions. 


DP _1 - Other Fixed Costs - The legislature accepted present law increases of $2,106 in fiscal 2000 and $2,156 in fiscal 
2001 to pay a rent increase imposed December 1, 1997 and to pay the Appellate Defender share of the Department of | 
Administration internal cost pool allocation. | 


DP 2 - Consulting & Professional Services - The legislature granted additional contracted services authority of $2,500 
each year of the biennium for the costs of expert witnesses such as psychiatrists, attorneys, and private investigators since | 
the office anticipates it will be handling a death penalty case during the 2001 biennium that will require more use of | 
expert witnesses. 


DP 4 - Fixed Cost Reductions - The legislature reduced fixed cost allocations to reflect reductions in rental rates and ISD | 
data network charges. | 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description ; FTE Fund Funds FIE Fund Funds 


Funding Entity Change : (186,245) ; (185,205) 





Total New Proposals : ($186,245) : ($185,205) 


New Proposals 
DP 3 - Funding Entity Change- As a result of the passage of HB 166 by the 1997 legislature, district court fees are now | 
deposited to a state special revenue account rather than to the general fund. Since district court fees are the traditional 
funding source for the Office of the Appellate Defender, the legislature changed the funding source for the budget from 
general fund to the district court fee account of the state special revenue fund. The reduction in general fund shown in the 
table is exactly offset by the increase in state special revenue funding, which accounts for the zero total fund impact 
shown in the table. 
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Personal Services 
Operating Expenses 
Equipment 

Local Assistance 
Grants 

Benefits & Claims 
Transfers 

Debt Service 


Total Costs 
General Fund 
State/Other Special 
Federal Special 
Proprietary 


Total Funds 


Base 
Budget 
Fiscal 1998 


2197 il 


93,307,358 
56,846,711 
1,464,266 
3,302 
29,583,504 
522,316,379 
0 

830,213 


$704,351,733 
218,897,665 
46,883,154 
438,570,914 
0 


$704,351,733 


PL Base 
Adjustment 
Fiscal 2000 


(93.00) 


1,241,720 
3,879,668 
(157,440) 

0 


5,088,369 
ea Vp iil 
0 

103,568 


$29,527,616 
209,891 
(1,961,285) 
31,279,010 
0 


$29,527,616 


New 
Proposals 
Fiscal 2000 


26.68 


990,005 
10,759,630 
100,173 

0 
1,799,904 
77,127,029 
0 

7,005 


$90,783,746 
5,451,055 
(68,104) 
85,400,795 
0 


$90,783,746 


Total 
Leg. Budget 
Fiscal 2000 


25139 


95,539,083 
71,486,009 
1,406,999 
3,302 
36,471,777 
618,815,139 
0 

940,786 


$824,663,095 
224,558,611 
44,853,765 
555,250,719 
0 


$824,663,095 


PL Base 
Adjustment 
Fiscal 2001 


(93.00) 


628,389 
4,091,618 
(164,360) 

0 


5,433,369 
34,269,742 
0 

105,129 


$44,363,887 
1,797,863 
(2,746,876) 
45,312,900 
0 


$44,363,887 


New 
Proposals 
Fiscal 2001 


(2.92) 


331,170 
10,731,369 
4,015 

0 
1,754,189 
60,325,974 
0 

4,505 


S78;15i-222 
10,103,120 
103,650 
62,944,452 
0 


$73,151,222 


Total 
Leg. Budget 
Fiscal 2001 


2,701.79 


94,266,917 
71,669,698 
1,303,921 
3,302 
36,771,062 
616,912,095 
0 

939,847 


$82 1,866,842 
230,798,648 
44,239,928 
546,828,266 
0 


$82 1,866,842 


SUMMARY 


Total 
Leg. Budget 
Fiscal 00-01 











Agency Description 

The Department of Public Health and Human Services (DPHHS) administers a wide spectrum of programs and projects, 
including: welfare reform - Families Achieving Independence in Montana (FAIM), Medicaid, mental health managed 
care, foster care and adoption, nursing home licensing, long-term care, aging services, alcohol and drug abuse programs, 
vocational rehabilitation, disability services, child support enforcement activities, and public health functions (such as 
communicable disease control and preservation of public health through chronic disease prevention). 


The department also is responsible for all state institutions except prisons. DPHHS facilities include: Montana State 
Hospital, Warm Springs; Montana Mental Health Nursing Care Center, Lewistown; Montana Chemical Dependency 
Center, Butte; Eastmont Human Services Center, Glendive; Eastern Montana Veterans' Home, Glendive; Montana 
Veterans' Home, Columbia Falls; and Montana Developmental Center, Boulder. 


Summary of Legislative Action 

The DPHHS budget shows a net reduction of 95.92 FTE, an increase of $17.6 million general fund, a reduction of $4.7 
million state special revenue, and an increase of $224.9 million federal funds over the biennium, compared to the fiscal 
1998 base budget. The FTE reduction is primarily due to downsizing the Montana State Hospital, which loses 120.5 FTE. 
New proposals that add FTE offset the MSH reduction. 


General fund comprises about 7 percent of the total increase in funding, while federal funds account for about 95 percent 
of the increase. The department also received an additional $8 million general fund over the biennium appropriated in SB 
81 for the state matching funds for the Children’s Health Insurance Program (CHIP) and the increase in Medicaid cases 
due to CHIP outreach. That $8 million general fund is not included in the above agency budget table. 


State special revenue reflects an annualized decrease of 2 percent compared to the 1998 base budget. Reductions in state 
special revenue are due primarily to reductions in rermbursements by mental health managed care contractors for services 
provided by state facilities. Although the department terminated the managed care contract that operated during the 1999 
biennium, the legislature left the state special revenue authority intact. The department will pursue development of a new 
managed care plan and contract with one or more providers for services. The state special revenue authority will allow 
the department to contract with managed care providers during the 2001 biennium and accept reimbursement from 
contractors for state institution services. 


The increase in the federal matching rate for Medicaid benefits is the primary reason that federal funds are a significant 
share of the total funds increase. In addition, the legislature approved the executive request to budget a large amount of 
the federal Temporary Assistance for Needy Families Block Grant funds, including the unspent reserve. 
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The change in the federal Medicaid match rate masks general fund changes included in department present law 
adjustments. The general fund cost of present law adjustments included in individual division budgets is $6.9 million | 


greater than the total $17.6 million increase discussed above. 


Major Appropriation Issues 


Several issues dominated the DPHHS budget hearings. 


Mental Health Managed Care - The most notable appropriation issue was a decision regarding continuation of the 1999 
biennium mental health managed care contract and, after the contract was terminated, changes the legislature wanted to | 


help improve the next managed care program. 


The legislature declined to continue funding for the single, statewide mental health managed care and directed the 


department to spend no more for mental health services than was appropriated in HB 2. The legislature accepted the | 


Executive Budget request for mental health services with some modifications, such as anticipated reductions in the 
number of Medicaid eligible persons. 


The legislature passed two bills that impact mental health services — SB 534 and HJR 35 — and added language to HB 2 
directing the department and Governor to take certain actions with regard to mental health managed care. 


SB 534 generally revised mental health managed care laws, including: creating an ombudsman and an oversight council; 


requiring some oversight of mental health managed care companies by the State Insurance Commissioner; and requiring | 


the department to include outcome measures, performance standards, and intermediate sanctions for non performance in 
future managed care contracts. 


HJR 35 requires the Legislative Finance Committee to undertake an interim study of mental health managed care. The | 
committee can appoint a subcommittee to conduct the study and appoint members of other interim committees to servé as | 
voting members of the subcommittee. Some of the topics to be considered in the study are: transition from the 1999 | 
biennium contract to the new managed care plan; review of any contracts or contract amendments for public mental | 
health services; provision of a public forum for interested persons to voice their opinions and concerns regarding public — 
mental health services; review of any budget proposals that require shifting of funds appropriated by the legislature; and | 


review of contingency plans. 


HB 2 requires the department to charge co-payments for mental health services and to provide specified opportunities for 
public input and feedback on any request for proposals for managed care contracts, mental health policies, transition to the 
new mental health managed care program, and program oversight. 


Tobacco Settlement Funds —Tobacco settlement funds will be deposited to the general fund. HB 2 appropriates $7 million 
general fund over the biennium, supported from deposit of tobacco settlement funds, for tobacco prevention and control. 
SB 81 also appropriates $8 million general fund over the biennium for the CHIP program and Medicaid expansion due to 


CHIP outreach, supported by deposit of tobacco settlement proceeds. Between these two general fund appropriations, | 


$11.1million of tobacco proceeds will be used for children’s health care benefits and for grants to communities, local 
governments, and other entities for tobacco prevention and control in the 2001 biennium. 


CHIP — SB 81 authorizes the CHIP program in statute and appropriated $8 million general fund over the biennium for | 


CHIP matching funds and the state match for Medicaid expansions due to CHIP outreach. CHIP is funded from a capped 
federal grant and state matching funds. It is not an entitlement program. 


Montana contracts with private insurance carriers to provide health care coverage to about 10,200 children. The benefit | 
package is similar to state employee health benefits, with the addition of coverage for eyeglasses and hearing and vision 


exams. 
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Children in families with incomes up to 150 percent of the federal poverty level ($25,050 for a family of 4 in 1999) can be 
covered. Children may not be eligible to participate in the Medicaid program. Families will pay a one-time enrollment 
fee of $15 and annual copayments of $200. 


Direct Care Worker Wage Increases — The department budget was modified after the Executive Budget was printed to 
include a request for direct care worker wage increases and a daily increase for foster care families. The legislature 
accepted the request and appropriated $22.2 million over the biennium ($9.2 million general fund). The legislature added 
language to HB 2 directing the department to distribute funds appropriated for direct care worker wage increases in a 
manner that provides reasonable assurance that the funds are used solely for direct care wage and benefit increases. The 
HB 2 language also provides that not all providers were to receive the same increase, allowing the department to raise the 
lowest paid workers more than workers paid a higher amount. The appropriations for direct care worker wage increases 
and family foster care cannot be used for other purposes. 


Table 1 shows the direct care worker wage increases by division and funding source. The legislature approved the 
executive proposal to increase direct care worker wages by 25 cents per hour in fiscal 2000 and an additional 25 cents per 
hour (a total increase to 50 cents per hour) in fiscal 2001. A 50 cents per day increase for family foster care was also 
included in the direct care worker wage increase proposal. 


Table 1 
Direct Care Worker Wage Increases - 2001 Biennium 


Fiscal 2000 Fiscal 2001 
Division General Fund Other Funds Total General Fund Other Funds Total 


Child and Family Services Division 
Group Care ($.25 per Hour) $1,101,129 $781,786 $1,882,915 $2,224,280 $1,579,209 $3,803,489 
Family Foster Care ($.50 per Day) 219,927 174,133 394,060 455,109 362,045 817,154 


Subtotal $1,321,056 $955,919 $2,276,975 $2,679,389 $1,941,254 $4,620,643 


Disability Services Division 
Amount in Printed Executive Budget $149,181 $143,432 $292,613 $298,265 $291,643 $589,908 
Additional Amount 314,293 303,094 617,387 621,010 609,082 1,230,092 


Subtotal $463,474 $446,526 $910,000 $919,275 $900,725 $1,820,000 


Senior and Long Term Care Division 
Aging Services $162,533 $0 $162,533 $331,566 $0 $331,566 
Nursing Home Services 795,676 2,062,355 2,858,031 1,594,999 4,264,659 5,859,658 
Medicaid Home-Based Services 169,627 439,664 609,291 367,867 983,594 1,351,461 
Medicaid Waiver Services $121,585 $315,144 $436,729 $242,511 $648,417 $890,928 


Subtotal $1,249,421 $2,817,163 $4,066,584 $2,536,943 $5,896,670 $8,433,613 


Total $3,033,951 $4,219,608 $7,253,559 $6,135,607 $8,738,649 $14,874,256 


ene 
Biennial Total $9,169,558 $12,958,257 $22,127,815 


Increase Less Amount Included in Printed Executive Budget $8,722,112 $12,523,182 $21,245,294 





PUBLIC HEALTH & HUMAN SERVICES B-3 SUMMARY 


PUBLIC HEALTH & HUMAN SERVICES SUMMARY 





TANF Block Grant — The legislature approved a biennial appropriation of $33,724,228 federal spending authority for 
unexpended TANF block grant funds. The accumulation of excess TANF block grant funds is largely due to the drop in 
public assistance caseloads since 1997. The $33.7 million in reserves will be used to: 1) establish a "rainy day” reserve 
of $8.35 million; 2) assist families leaving FAIM and provide child care - $16.9 million; 3) address Serious barriers for 
long-term FAIM recipients - $6.5 million; and 4) provide funds for energy assistance and food banks - $2.0 million. 


The final rule for the TANF program was released by the federal government in the last days of the 1999 legislative 
session and may have a significant impact on whether the reserves can be expended for the services for which the 
legislature appropriated the funds. States are allowed to spend or transfer TANF reserves before the rules go into effect - 
October 1, 1999 - but after that time, the rule requires that any reserved TANF funds carried over from previous fiscal 
years be spent only on benefits that meet the definition of “assistance”. “Assistance” includes benefits for basic needs and 
also includes child care, transportation and support for families that are not employed. The department is in the process of 
determining which services in the new proposal for TANF block grant funds may not meet this criteria, and therefore can 
not be funded with TANF reserve funds. Since reserves can be spent on cash assistance, the department may decide to 
spend reserves on assistance and leave current-year funds available to cover services included in the new proposal for 
spending TANF block grant unspent reserves. 


Child Support Enforcement Division (CSED) — In the 1999 biennium, no general fund money supported this division. 
Due to two major changes, the 1999 legislature appropriated $1.3 million general fund for the 2001 biennium. The two 
factors resulting in a general fund appropriation are: 1) the number of families receiving public assistance has been 
reduced substantially due to welfare reform. A one-time general fund subsidy of $496,746 was appropriated to offset this 
loss of state special revenue; and 2) the legislature passed HB 127, which revised child support laws to improve services 
and eliminated the ability of the department to charge non-FAIM recipients who receive CSED services a handling fee. 
Federal statute requires that CSED provide services to all persons who request it, regardless of income. The division had 
been charging a fee in the 1999 biennium for these services. Revenue from this handling fee was projected to be 
$826,000 for the biennium. A one-time appropriation of $826,000 general fund was appropriated to subsidize this loss. 
The legislature appropriated general fund money as one-time so it can evaluate how the new federal incentive program, 
which begins in fiscal year 2000, will impact funding. 


The 1997 legislature passed SB 374, which implemented the child support enforcement provisions of federal welfare 
reform. Several federally-required provisions of the law had a termination date of July 1, 1999. HB 127, passed by the 
1999 legislature, eliminated the termination date of these provisions to ensure compliance with the Personal 
Responsibility and Work Opportunity Reconciliation Act of 1996. 


Disability Services Division Refinance — The legislature approved using over $4.0 million in general fund that becomes 
available in the 2001 biennium due to a waiver to leverage $18.2 million additional Medicaid dollars. These funds will 
provide individuals on the waiting list with services or additional services. 


Medicaid Benefits — Medicaid benefits are a significant component of the department budget. Table 2 shows changes 
made to the executive Medicaid benefits request by division and major Medicaid benefits. The total cost of Medicaid 
benefits rises about 5 percent annually from fiscal 1998 to fiscal 2001, while general fund rises about 2 percent annually. 
Total funds increase more rapidly than general fund because the state Medicaid matching rate declines from 29.83 percent 
in fiscal 1998 to 27.22 percent in fiscal 2001. 
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Table 2 


Department of Public Health and Human Services 


Medicaid Benefits 2001 Biennium Compared to Fiscal 1998 Base 


| Program/Benefit 


Primary Care 
Hospital 
Non-Hospital 
Indian Health Services 
Medicare Buy-In 
Subtotal 
ili rvices Division 
DD Title XIX Benefits 
DD TCM Benefits 
Subtotal 


Nursing Homes 

Community Services 

Aging Funds 

Waiver 

Institutions* 
Subtotal 


| Addictive & Mental Disorders Division 
Mental Health Managed Care 
CD Rate Increase/Pilot Programs 


Subtotal 


Total Legislative Budget 


Funding 
General Fund 
State Special Revenue 
Federal Funds 


Total Funding 


Fiscal 1998 Est. 


$64,545,135 
86,977,702 
15,767,682 
8.061.283 
$175,351,802 


$24,294,857 


3.042.057 
$27,336,914 


$94,929,423 
18,541,801 


11,864,064 
10,745.37 
$136,080,663 


$48 545,933 


0 
$48,545,933 


$387,315,312 


$99,317,700 
7,698,179 
280,299,433 


$387 ,315,312 


Fiscal 2000 


$62,899,987 
98,129,983 
19,341,418 
9,720,785 
$190,092, 173 


$37,420,174 


3.042.054 
$40,462,228 


$99,081,997 
21,122,074 
800,000 
16,133,362 
9,859,107 
$146,996,540 


$49,230,243 


154.822 
$49,385,065 


$426 ,936,006 


$101,189,851 
8,277,287 
317,468,868 


$426,936,006 


Fiscal 2001 


$63,781,717 
103,208,348 
21,275,560 
10,715,333 
$198 ,980,958 


$42,402,118 


3.042.054 
$45,444,172 


$103,530, 196 
23,878,000 
850,000 
17,888,099 
10,177,206 
$156,323,501 


$51,602,747 
155.055 
$51,757,802 


$452,506,433 


$105,351,632 
7,978,376 
339,176,425 


$452,506,433 


*General fund institutions Medicaid match is not included in this spreadsheet. 


ual Kate 
of Change 
1998-2001 


-0.40% 
5.87% 
10.50% 
9.95% 
4.30% 


20.40% 
0.00% 
18.46% 


2.93% 
8.80% 
N/A 
14.67% 
-1.79% 
4.73% 


2.06% 
N/A 
2.16% 


5.32% 


1.99% 
1.20% 
6.56% 


5.32% 





The state special revenue budgeted in the Medicaid program is 9-mill levy income from state-assumed counties (counties 
that have transferred administration of public assistance programs to the state). Changes in the 9-mill levy income offset 
general fund. As noted in the discussion of Table 1, the amount of revenue to be collected from state-assumed counties is 
estimated to be $1.5 million lower than the appropriation, since the legislature did not appropriate general fund to offset 
the changes in mill values due to SB 184 and other legislation. 


Home and Community Based Medicaid Waiver services increase at the most rapid pace - about 15 percent annually. Cost 
increases are due to: 1) 1999 and 2001 biennium provider rate increases; 2) direct care worker wage increases; and 3) 
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expansions in the number of persons served in the 1999 and 2001 bienniums. In contrast, Medicaid reimbursement for 
eligible costs at state institutions is expected to decline about 1 percent annually over the biennium. 


Provider Rate Increase — In addition to the appropriation for direct care worker wage increases, the legislature approved 
the executive request for a 1 percent provider rate increase. Table 3 shows the general fund and total cost of provider rate 
increases by division. A 1 percent annual compounded rate increase costs $3.8 million general fund and $9.3 million total 
funds for the biennium. The cost of provider rate increases approved by the legislature is slightly lower than the executive 
request - about $500,000 general fund and $1.6 million total funds over the biennium. The legislature approved the 
executive request for additional funds for rebasing hospital rates, but did not approve the 1 percent hospital rate increase. 
Lower Medicaid caseload estimates also reduced the cost of provider rate increases compared to the executive request. | 


Table 3 
Cost of 1% Provider Rate Increase - 2001 Biennium 





Fiscal 2000 Fiscal 2001 
Division General Fund Other Funds Total General Fund Other Funds Total 


$< _——_—_—_—_—_———— 


Child and Family Services Division $98,961 $71,414 $170,375 $204,926 $147,433 - $352,359 
Foster Care Provider Rate 


Health Policy and Services Division $168,810 $437,548 $606,358 $333,373 $891,361 $1,224,734 
Medicaid Provider Rate (Revised Jan Est.) 


Disability Services Division 
DSD Provider Rate $303,934 $245,048 $548,982 $611,225 $497,718 $1,108,943 
Voc Rehab 4% Tuition Rate 22.723 102.430 130.153 57,108 211,006 268.114 i 


Subtotal $331,657 $347,478 $679,135 $668,333 $708,724 $1,377,057 


Senior and Long Term Care Division 
Nursing Home Provider Rate $265,226 $687,451 $952,677 $523,848 $1,400,647 $1,924,495 
Home & Comm Provider Rate 56,542 146,555 203,097 120,819 323,043 443,862 
Waiver Provider Rate 40,528 105,048 145,576 79,648 212,961 292,609 
Aging Provider Rate 54,178 Q 54,178 108.897 (0) 108.897 


Subtotal $416,474 $939,054 $1,355,528 $833,212 $1,936,651 $2,769,863 








Addictive and Mental Disorders Division 
Medicaid - Youth CD Services $0 $4,822 $4,822 $0 $5,055 $5,055 
Inpatient CD Adolescent Prov Rate 1,610 0 1,610 3,236 0 3,236 
PASSAR Provider Rate 198 594 792 398 1,194 1,592 
MHAP Fixed Fund Provider Rate 246.442 0 246.442 499.046 Q 499.046 


Subtotal $248,250 $5,416 $253,666 $502,680 $6,249 $508,929 


Total $1,264,152 $1,800,910 $3,065,062 $2,542,524 $3,690,418 $6,232,942 





Biennial Total $3,806,676 $5,491,328  $9.298.004 





Potential General Fund Shortfall 

Table 4 shows areas where excess general fund was appropriated and areas of potential major general fund shortfalls in 
the 2001 biennium appropriation. Some of the issues in this table were discussed during the session and the department 
presented potential solutions to address the shortfall. In other instances, the department was directed to absorb the 
shortfall, and some shortfalls became apparent after the session ended. 
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Table 4 
Potential 2001 Biennium General Fund Shortfall 


Excess/Shortfall Fiscal 2000 ‘Fiscal 2001 ~_— Biennial Total 


APPROPRIATION EXCESS 
Medicaid Estimates 


Total Potential Excess 


APPROPRIATION SHORTFALLS 
TANF MOE 

Child Care Matching Funds 

Shift in Cost Allocation 

HB 676 
Subtotal TANF MOE 


Title XX 

9-Mill Levy Income 

MT PRRIME 

Mainframe Computer Charges 
Montana State Hospital 
Medicaid Admin. Loss 


Total Potential General Fund Shortfall 


Net Potential General Fund Shortfall 


$766,986 
493,522 
1,000,000 


$2,260,508 


($1,387,337) 
(600,000) 


(130,000) 
($2,117,337) 


($1,000,000) 
(414,748) 
(400,679) 
(195,000) 
(770,000) 


* 


($4,897,764) 


($2,637,256) 


$1,533,014 
493,523 
0 


$2,026,537 


($1,641,726) 
(600,000) 


(130,000) 
($2,371,726) 


($1,000,000) 
(1,064,425) 
(401,070) 
(195,000) 

0 


($5,032,221) 


($3,005,684) 


$2,300,000 
987,045 
1,000,000 


$4,287,045 


($3,029,063) 
(1,200,000) 
(260,000) 
($4,489,063) 


($2,000,000) 
(1,479,173) 
(801,749) 
(390,000) 
(770,000) 


* 
($9,929,985) 


($5,642,940) 


Total General Fund Appropriation $224,558,611 $230,798,648 $455,357,259 


Potential Shortfall as a Percent of Total 


Appropriation 1.17% 1.30% 1.24% 





*The state has not been notified of the amount. See Food Stamps Admin. Loss. summary. 
General Fund Excesses 


Medicaid Estimates - The legislature established appropriations for Medicaid estimates that were $2.3 million general 
fund higher over the biennium than the revised request from the department. The legislature added language to HB 2 
appropriating general fund from Medicaid benefit appropriations in the event that the federal Title XX block grant was 
reduced. Title XX is fully budgeted in the Disability Services Division and offsets general fund for services provided to 
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developmentally disabled adults and children. If Title XX is reduced, the HB 2 language requires that general fund be 
transferred from Medicaid, whether or not there is excess general fund in Medicaid appropriations. If Title XX is not 
reduced, the excess general fund in the Medicaid appropriation may be used for any other general fund shortfall in the 
department, including Medicaid if costs are higher than anticipated. 


Food Stamp/Medicaid Administrative Loss — The legislature approved $880,593 total funds ($493,522 general fund and 
$387,071 state special revenue from county reimbursements) for each year of the 2001 biennium to replace federal funds 
lost in an unfunded mandate included in the Agricultural Research, Extension, and Education Reform Act of 1998. 
Congress approved reducing the federal match because some of the TANF block grant costs included administrative costs 
that should have been shared among the Food Stamp, Medicaid, and former Aid to Families with Dependent Children 
(AFDC) programs. Rather than reduce state TANF block grants to recoup the shared administrative costs, Congress chose 
to reduce the matching funds available in other programs. 


Because the department is appealing this action, the legislature added language to HB 2 stating that if the department is 
successful in the appeal, the appropriation is reduced by $493,522 in fiscal 2000 and $493,523 in fiscal 2001. If the 
federal government reduces the amount allocated to Montana and there is excess general fund authority, it is unclear 
whether the HB 2 language will reduce the general fund appropriation. 


If the department is not successful in its appeal, it will have to pay any determinations for food stamps and Medicaid 
match. Final cost allocations determined that Montana’s share for the food stamp adjustment alone was $646,000. The 
state has billed the counties for $290,700 (45 percent) of the $646,000. If the entire amount is realized from the counties, 
only $355,300 in general fund is needed to make up the remainder of the loss. Therefore, excess authority of $138,222 
general fund would exist. But, the Medicaid determination has not been set at this time. If it is also set at $646,000, the 
department would be short approximately $177,000 general fund each year of the biennium and have insufficient state 
special revenue authority for the county reimbursements. 


Note: The department is researching whether these expenditures can count towards the TANF maintenance of effort. 


HB 470 — HB 470 reduces the amount the department must spend on its maintenance of effort necessary to draw down the 
TANF block grant from 80 percent to 77 percent, effective upon passage of the bill. The legislature appropriated up to 
$1.0 million in savings generated from the reduction in MOE from general fund reversions in fiscal year 1999 to the 
Montana State Hospital in the 2001 biennium in the event the hospital has inadequate funding. If funding for the state 
hospital is adequate, then there is no appropriation made from general fund reversions. 


General Fund Shortfalls 


Child Care Match - In the final days of the 1999 legislative session, the department learned that state general fund used 
for child care match could not count towards the TANF maintenance of effort requirement. In the past, the department 
had operated under advice from federal regional offices that TANF guidelines allowed the entire amount of the child care 
maintenance of effort and general fund match to be counted towards the TANF maintenance of effort. This change results 
in a loss of the use of $1.4 million in fiscal year 2000 and $1.6 million in fiscal year 2001 maintenance of effort. 
Therefore, in order to meet maintenance of effort requirements, the department will either have to find other funds already 
being spent that may qualify, or direct funds appropriated for other purposes to functions that qualify as maintenance of 
effort. 


Shift in Cost Allocation — In order to determine how much can be charged to the various federal programs for 
administrative costs, the department conducts weekly random moment time studies of field staff activities. The current 
random moment time studies indicate a 10 to 13 percent drop in the amount of time being spent on TANF-related cases 
compared to expenditures in the base budget. Because the cost allocation formula is so complex, the department has not 


been able to provide a figure for the loss in administrative costs that could be counted towards the maintenance of effort, 


if the random moment time studies continue to reflect this decreased percentage for an entire year. The department 
projects a rough estimate of the loss would be between $500,000 and $700,000 each year. 
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HB 676 - The 1999 legislature passed HB 676, which caps the non-assumed counties’ expenditures for the TANF program 
at fiscal year 1996 levels. At this time, the department has not calculated the total fiscal impact of this bill as the bill caps 
administrative costs and benefits separately, but it estimates that $260,000 less will be received from non-assumed 
counties in the 2001 biennium to apply to the maintenance of effort requirement. Since the maintenance of effort is fixed, 
the county reimbursement shortfall has to be made up from the general fund. (The department had originally estimated 
the fiscal impact at less than $57,000.) 


Title XX — In federal fiscal year 1999, Congress cut the Montana Title XX block grant by $1.1 million and similar guts 
were expected in 2000 and 2001. A strong lobbying effort appealed to Congress to restore the Title XX cuts, but a final 
decision has not been made for federal fiscal year 2000 or 2001. Language in HB 2 directs the department to transfer 
general fund money from Medicaid appropriations if Title XX cuts occur. 


9-Mill Levy Income — The department receives property tax revenue from 13 counties that have requested that the state 
assume administration of public assistance programs. Assumed counties levy and remit 9 mills of property tax to the 
department. Due to several property tax changes enacted by the legislature, the value of the 9-mill income will be about 
$1.5 million less over the biennium than was appropriated. One version of SB 184 included a general fund appropriation 
to offset the reduction in the 9-mill levy, but that section was stricken from the bill. The 9-mill income is budgeted in the 
Medicaid benefits appropriation and offsets general fund. 


MT PRRIME -The Executive Budget included a reduction of $0.8 million in general fund for the department’s portion of 
debt service and support bureau costs of MT PRRIME. The 1997 legislature was told that MT PRRIME would produce 
efficiencies and a probable reduction in workforce. Rather than eliminating FTE or imposing vacancy savings as a means 
to finance MT PRRIME, the general fund portion of debt service and support bureau costs was reduced from agency 
budgets. (DPHHS’s share of this reductiori is included in the table due to the size and contribution to the overall 
shortfall.) 


Mainframe Computer Charges — In the 1999 biennium, language in HB 2 set the amounts the department would pay for 
computer costs, which created a base budget that was lower than actual mainframe costs for DPHHS. The legislature did 


not continue the language in the 2001 biennium. So, it is projected that ISD mainframe charges may be $1.0 million more 


than the amount appropriated. The amount in Table 4 reflects the general fund portion of the shortfall. 


_ Montana State Hospital — The department requested an additional $770,000 general fund because the construction of the 


new hospital will be delayed. The legislature made two other appropriations to cover this shortfall and other potential 
shortfalls if the department cannot reduce the average daily population from 184 in the base budget to 135 during the 2001 
biennium. The first appropriation in language in HB 2 directs the department and the Department of Administration to 
pursue collection of allowable penalties under the construction contract and appropriates up to $700,000 state special 
revenue for penalties collected. The second appropriation in HB 470, as previously discussed, would appropriate up to $1 
million general fund from reversions of fiscal 1999 department appropriations. If penalties cannot be assessed and if there 
are no fiscal 1999 reversions, the department will have to find other funds within the mental health budget to cover the 
shortfall. 


Medicaid Administrative Loss — See Food Stamps/Medicaid Administrative Loss narrative above. 


_ Department Options to Address the General Fund Shortfall 


_ The department has several options to address potential general fund shortfalls including: 1) transfer of excess general 


fund from other department appropriations; 2) transfer of contracted services appropriation authority to other expenditure 
categories and then transferring excess personal services appropriations to contracted services; 3) transfer of general fund 


appropriation authority from other departments if the original purpose of the appropriation is maintained; 4) reductions in 
_ benefits; and 5) supplemental appropriations. Each of these options is summarized. 
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Program Transfers - The department may have savings in general fund appropriations that support other purposes and 
programs. The department could transfer these savings to potential shortfalls listed in Table 4. The Public Health and 
Human Services Joint Appropriation Subcommittee expressed concerns over several general fund transfers made during 
the 1999 biennium. Table 4 shows that transfers will be necessary to cover some department obligations that are linked to 
receipt of large federal grants, such as TANF. 


Excess Personal Services - HB 2 contains language that prohibits the department from spending funds appropriated for 
personal services on any other category, except for contract services. Specifically the language says: 


“Funds appropriated for personal services or indicated in legislative intent as having been appropriated for personal 
services may not be expended under any other category except for contract services (expenditure object 2101 or its 
successor), when the amount of the contract services transferred will be used to directly substitute for use of 
personal services.” 


The Office of Budget and Program Planning (OBPP) has indicated that it is considering allowing agencies to transfer 
contracted services appropriation authority to other expenditure categories, if state employees could perform the services 
provided through contracts. OBPP would then allow agencies to transfer personal services appropriation authority to 
“backfill” the contracted services appropriation. Preliminary legal analysis indicates that as long as funds support a 
contract that could be performed by employees, whether or not those employees have been or would be hired by the 
agency to perform the same tasks, then the OBPP plan may comply with HB 2 language. 


The department has significant appropriations in contracted services — about $56.7 million for the 2001 biennium — and 
many of the services provided through those contracts could be performed by state employees. Therefore, the department 
may be able to generate vacancy savings and use those savings via the contracted services appropriation transfer to cover 
some of the general fund shortfalls. 


Transfers from Other Agencies — The executive can transfer appropriation authority among state agencies as long as the 
original purpose of the appropriation is maintained (section 17-8-101 (5), MCA). (For example, in previous years, the 
Department of Social and Rehabilitation transferred general fund appropriated for Medicaid services to the Department of 
Family Services to fund cost overruns in children’s Medicaid funded mental health services.) The executive could 
potentially fund some general fund shortfalls by such a transfer during the 2001 biennium. 


Reductions in Benefits — The department may also opt to reduce services if general fund shortfalls cannot be covered by 
vacancy savings or other operational cost reductions. Statute allows the department to reduce Medicaid services or 
eligibility for services if the amount appropriated is insufficient to cover costs (section 56-1-101 (11), MCA). 


The department must reduce benefits in the mental health services area if mental health costs exceed the amount 
appropriated if it complies with HB 2. The legislature directed the department to spend no more than was appropriated for 
mental health services in HB 2. The department could reduce services because mental health services are an optional 
Medicaid service, as are services provided to low-income Montanans (persons with incomes below 150 percent of the 
federal poverty level). 


Supplemental Appropriations — The department could request a supplemental appropriation that would need to be 
approved by OBPP. As noted previously, the department would violate HB 2 if it requested a supplemental appropriation 


for mental health services. 


Reorganization 
In October 1998, the Child and Family Services Division reorganized into two divisions as described below. 


Human and Community Services Division -- administers public assistance, employment and training programs, child care 
assistance, child and adult food care programs, food stamps, commodity distribution, low-income energy assistance and 
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_ home weatherization, and other programs designed to foster self sufficiency and a safe, healthy environment for families 
and children. The Human and Community Services Division also provides the user liaison for The Economic Assistance 
Management System (TEAMS) statewide computer system. County offices administer public assistance programs 
responsible for eligibility determinations for the FAIM program, cash assistance, Medicaid, food stamps, and energy. The 
Governor's Advisory Council on Child Care is administratively attached to the division. 


Child and Family Services Division -- administers child welfare services, abuse prevention services, domestic violence 
grants, and other programs targeting families. Child and Family Services oversees five regional offices that administer 
programs and are advised by Local Youth Services Advisory Councils, which serve as the link between local communities 
and the department. Child and Family Services also provides the user liaison for the Child and Adult Protective Services 
(CAPS) statewide computer system. 


A second, smaller reorganization occurred in fiscal 1998 with the transfer of child care licensing, registration, and 
monitoring from the Child and Family Services Division to the Quality Assurance Division. 12 FTE and $500,000 total 
funds ($50,000 general fund) were transferred to Quality Assurance. Two of the FTE are located in the central office in 
Helena and provide program oversight, and 10.0 of the FTE are located throughout the state and license, register, and 
monitor about 2,000 child care facilities. 


Other Legislation 


House Bill 10 — This bill appropriates funds from the stripper well funds for low-income energy assistance, 
weatherization, Energy Share and the food banks. 


House Resolution 35 — HJR 35 directs the Legislative Finance Committee to undertake an interim study and oversee the 
privatization of mental health managed care. See the summary of mental health managed care under “Major 
Appropriation Issues” for more information. 


- House Bill 127 — HB 127 removes the ability of the department to charge non-FAIM recipients a handling fee for 
enforcing child support orders. For the 2001 biennium, this results in a loss of $826,000 state special revenue that the 
legislature replaced with a like amount of general fund. The act also revised the child support laws to improve services 
and eliminate obsolete provisions. 


House Bill 170 - HB 170 amends statutes governing the renal assistance program, which provides financial assistance to 
persons suffering from renal disease. In past biennia, the appropriation provided by the legislature has been exhausted 
only partway through the fiscal year. The bill requires the department to adopt rules that ensure that those individuals 
most in financial or medical need or both, are the first to receive financial assistance. 


House Bill 180 — HB 180 allows the department or a guardian ad litem to petition for appointment of a guardian for a 
child found to be a youth in need of care. The legislature reduced the Child and Family Services Division appropriation in 
HB 2 by $62,555 total funds for the biennium, including $35,312 general fund, as this level of care is less expensive than 
foster care. 


House Bill 470 — HB 470 reduces the maintenance of effort (MOE) requirement for the TANF block grant from 80 
percent to 77 percent of state expenditures in federal fiscal year 1994, the base year for the block grant. The lowest MOE 
amount allowed is 75 percent. The act is effective upon passage and approval of the bill. The legislature appropriated up 
to $1.0 million in general fund generated from the reduction in MOE from department reversions in fiscal year 1999 to the 
Montana State Hospital in the 2001 biennium in the event the hospital has inadequate funding. If funding is adequate, 
then any savings from this act will revert to the general fund. The appropriation cannot exceed the total amount of 
reversions. 


House Bill 551 — HB 551 provides state funding and technical assistance for Indian tribes implementing a family 
assistance plan under the Personal Responsibility and Work Opportunity Reconciliation Act of 1996. When a tribe elects 
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to operate a separate tribal TANF program, the total federal block grant for TANF allocated to the state is reduced by the 
portion of the block grant that is awarded directly to the tribe. Up to $6.7 million each year of the TANF block grant is 
available to be transferred to the remaining six tribes. 


House Bill 625 — HB 625 requires an executive branch agency to prepare a family impact note for any bill that has a 
significant impact on families. The family impact note must include; 1) any services that the bill would provide to 
families; 2) any deleterious effects that the bill might have on families; 3) an estimate of the number or percentage of 
families that would be affected by the bill; 4) an estimate of the short-term and long-term costs or costs savings that the 
bill would have for the average family; 5) ways in which the bill might strengthen the stability of the family; 6) any.effect 
the bill might have on the rights of parents, the rights of children, and their rights in relation to each other and to state and 
local government; 7) whether the bill would help the family perform its functions; 8) whether the bill substitutes state or 
local government activity for an activity traditionally engaged in by the family; and 9) whether the bill sends a message to 
parents, children, or both regarding personal responsibility and the norms of society. 


House Bill 660 — HB 660 appropriates $250,000 general fund for severance pay for Montana State Hospital employees 
who are involuntarily terminated due to a reduction in force during the 2001 biennium. 


House Bill 676 — HB 676 revises the laws governing non-assumed counties. The law: 1) requires the department to pay 
salaries and travel expenses of certain county public assistance personnel; 2) requires counties to reimburse the 
department for certain administrative costs of public assistance and other costs; 3) revises the TANF MOE requirement to 
require the department to maintain a specified level of assistance; and 4) requires the counties to reimburse the department 
for a portion of temporary assistance for needy families grants to individuals. 


The fiscal note for HB 676 showed a loss of $56,878 state special revenue from non-assumed counties for the 2001 
biennium, to be replaced by a like amount of general fund. The fiscal note is in error, and the department projects a loss 
of at least $260,000 state special revenue and an increase of $260,000 general fund for the 2001 biennium, as shown in 
Table 4. The legislature did not appropriate general fund for the biennium to replace the county funds. 


Senate Bill 30 — The 1997 legislature enacted several changes to child support enforcement statutes to comply with new 
federal requirements. These changes would have expired at the end of the 1999 biennium. SB 30 removes the 
termination provisions from the child support laws and requires, as mandated by the federal government, a social security 
number on a death certificate unless the federal government exempts Montana from that requirement. 


Senate Bill 62 — SB 62 extends the termination date for the pilot project testing the use of medical savings accounts in the 
Medicaid program from January 1 to October 1, 2001. 


Senate Bill 81 — SB 81 establishes CHIP in statute. CHIP provides health services benefits to children age 18 or younger 
in families with incomes up to 150 percent of the federal poverty level ($25,050 for a family of four in 1999). SB 81 
describes the benefit package that must be provided and types of participant cost sharing that may be imposed. SB 81 
appropriates $8 million general fund for the 2001 biennium to fund the state match for CHIP federal funds and for the 
expansion in Medicaid due to CHIP outreach. Medicaid eligible children cannot be covered by CHIP. The general fund 
appropriation is from money recovered by the state from January 1, 1999 through June 30, 2001, from settlements 
received from the suit against tobacco companies. If tobacco settlement funds are not received, the department is 
authorized a general fund loan up to $8 million that must be repaid from tobacco settlement proceeds by June 30, 2001. 


Senate Bill 114 — SB 114 requires the department to purchase workers’ compensation coverage for an individual 
participating at a worksite in employment training for the purposes of FAIM and to name the public or private worksite 
entities as named insureds under the policy. SB 114 also provides that the public assistance benefits are exempt from the 
definition of wages for purposes of worker’s compensation. Workers’ compensation premiums are anticipated to total 
$283,868 per year. The TANF block grant will cover these costs. 
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Senate Bill 197 — SB 197 provides reimbursement for mental health outpatient counseling services for foster parents who 
experience the death of a foster child who has been placed in their home. The legislature did not appropriate the $47,600 
general fund for the biennium estimated in the fiscal note for this service. 


Senate Bill 258 — SB 258 revises the domestic abuse laws and eliminates the termination date on civil filing fees for 
divorce and separation filings. The $30 fee for dissolution of marriage or petition for legal separation is allocated to the 
department to be used for intervention and treatment services to victims of partner or family member assault. The 
legislature appropriated $296,246 state special revenue for the 2001 biennium in HB 2 for this purpose. 


Senate Bill 275 — SB 275 requires the department to undertake long-term planning for the aging population and to report 
biennially, with annual updates, on statewide and community issues on aging. The report must address issues and 
implications of the aging population for local and state services and budgets, and state laws and state policies. 


Senate Bill 353 — Sanctions in the FAIM program have generated controversy since welfare reform began. Sanctions in 
FAIM are imposed as a consequence for non-cooperation, non-participation, or non-compliance with program 
requirements. SB 353 states that a sanction may not include any restriction or termination of food stamps or Medicaid 
coverage. Child care benefits may only be continued for employment-related activities required by the family investment 
agreement, signed by the FAIM participant, that are to be performed during the sanction period. 


The bill also requires the department to conduct a study to investigate the impact of its sanctions policy on families 
participating in the FAIM project. The study must include, but not be limited to: 1) information on the rate of successful 
appeals of sanctions imposed on individuals; 2) what circumstances led to any improper sanctioning; 3) what services or 
assistance could have prevented the improper sanctioning of the individual; and 4) what services or assistance could be 
provided to individuals to lower the sanction rate in the FAIM project. A report on the progress of the study will be 
provided by the department to the 57th Legislature. 


The fiscal note estimated costs of $79,000 general fund and $79,000 federal funds to make programming changes to 
TEAMS. The legislature did not appropriate the funds. 


Senate Bill 470 — An endowment for children exists that is to provide funding for child abuse and neglect prevention 
activities and family resource programs operated by nonprofit or public community-based educational and service 
organizations. Prior to passage of SB 470, the endowment was limited to $5 million. SB 470 removes the limitation on 
the amount of money that may be deposited in the children’s trust and endowment. 


Senate Bill 534 — SB 534 generally revises mental health managed care statutes. The bill requires the department to 
include outcome measures and evaluation standards in future managed care contracts, as well as provisions for 
intermediate sanctions for contract nonperformance. The bill provides for oversight of Medicaid mental health managed 
care contractors by the Insurance Commissioner. The bill establishes an oversight committee and an ombudsman 
appointed by the Governor and attached to the Mental Disabilities Board of Visitors. 
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Agency Budget Comparison 
Base 
Budget 


Budget Item Fiscal 1998 


FE SEGRE 
93,307,358 
56,846,711 

1,464,266 
3,302 
29,583,504 
522,316,379 
0 

830,213 


Personal Services 
Operating Expenses 
Equipment 

Local Assistance 


Debt Service 


Total Costs $704,351,733 


General Fund 218,897,665 
State/Other Special 46,883,154 
Federal Special 438,570,914 


Executive 
Budget 
Fiscal 2000 


2,750.06 


96,276,363 
68,623,378 
1,397,404 
3,302 
33,495,444 
607,384,014 
0 

979,451 


$808, 159,356 
222,492,876 


45,247,243 
540,419,236 


Legislative 
Budget 
Fiscal 2000 


PA TEMS YS, 


95,539,083 
71,486,009 
1,406,999 
3,302 
36,471,777 
618,815,139 
0 

940,786 


$824,663,095 
224,558,611 


44,853,765 
555,250,719 


Leg — Exec. 
Difference 
Fiscal 2000 


(737,280) 
2,862,631 
9,595 

0 
2,976,333 
11,431,125 
0 

(38,665) 


$16,503,739 
2,065,735 


(393,478) 
14,831,483 


Executive 
Budget 
Fiscal 2001 


2,722.46 


95,059,549 
68,975,754 
1,305,007 
3,302 
33,898,611 
612,131,630 
0 

1,145,722 


$812,519,575 
226,207,124 


45,068,895 
541,243,556 


Legislative 
Budget 
Fiscal 2001 


Leg — Exec. 
Difference 
Fiscal 2001 


2,701.79 


94,266,917 
71,669,698 
1,303,921 
3,302 
36,771,062 2,872,451 
616,912,095 4,780,465 
0 0 

939,847 (205,875) 


(792,632) 
2,693,944 
(1,086) 

0 


$821,866,842 $9,347,267 
230,798,648 
44,239,928 (828,967) 
546,828,266 5,584,710 
0 0 


4,591,524 


SUMMARY 


Biennium 
Difference 
Fiscal 00-01 





Proprietary 0 0 0 0 0 


Total Funds $704,351,733 $808,159,355 $824,663,095 $16,503,740 $812,519,575 $821,866,842 $9,347,267 





Executive Budget Comparison 

The legislature approved an appropriation for the department that is an increase of $25.9 million total funds over the 
biennial executive request, including $6.7 million general fund. Table 5 shows changes made by the legislature to each 
decision package by division. 


Table 5 
Legislative Action - Differences from the Executive Budget 
Department of Public Health and Human Services 





Fiscal 2001 
State Special _ Federal Funds 


Fiscal 2000 


Division/Item General Fund State Special _ Federal Funds Total Funds General Fund Total Funds 


BEGINNING EXECUTIVE BUDGET $ 222,492,876 $§ 45,247,243 $ 540,419,236 $ 808,159,355 $ 226,207,124 $ 45,068,895 $ 541,243,556 $ 812,519,575 








an ¢ TV 
PL8-Reduced General Fund-Nutrition Education (55,945) $ 
PL15-Dept. Withdrew Energy & Commodity Assist. 0 
PL18-Reduced General Fund-State Assumed Cnty (50,834) 
NP8-Food Bank Initiative (12,500) 
NP9-Public Assistance Admin-Leased Vehicle (1,679) 
NP16-Reduced TANF 0 
PL30-Reduce Fixed Costs Rates (694) 
NP17-Gen. Fund Reduc - Tribes TANF (250,000) 
NP19-Montana Food Bank Processing Proj 40,000 
NP18-HB 69 Low-Income Energy Assistance and Home 0 


SUBTOTAL 





aS (55,945) (64,695) $ $ 

(502,761) (502,761) 0 

0 (50,834) (59,164) 

0 (12,500) (12,500) 

(1,679) (3,358) (1,588) 

(326,231) (326,231) 0 

(2,698) (3,392) (703) 

0 (250,000) (250,000) 

0 40,000 40,000 
299.991 299,991 


(533,378) $ (865,030) 


= (64,695) 
(502,761) (502,761) 
0 (59,164) 

0 (12,500) 

(1,588) (3,176) 
(12,050,459) (12,050,459) 
(2,703) (3,406) 

0 (250,000) 

0 40,000 

299.991 299,99] 





IS) O59 SiO vO, OLS *@ 
locooocooocdec$so 


(331,652) $ $5 (348,650) .$ 8 = 


PL1-Foster Care Caseload (Update Numbers) 
PL9-Field Service Costs (Formerly Protection from Abuse) 
PL17-Dept withdrew-Grants Strengthening Families 
PL19-Reduced Gen Fund for Training & Admin. 
PL22-Division Administration 

PL25-Sub Adoption Caseload Incr. 

NP1-Permanency Planning Specialists (5 FTE) 
NP3-CPS Social Workers (Reduced to 3 FTE) 
NP4-Adoptive & Foster Family Supp. Sve. 
NP12-Foster Care Provider Rate Increase 
NP13-Workload Issues-LAD Audit (Reduced to 2 FTE) 
NP14-Direct Care Worker Wage Increase 


(164,656) (291,433) 
(171,490) 0 (6,097) 
(28,845) 69,086 
(61,680) 0 

(6,704) (2,940) 
(262,128) 76,464 
(23,794) (10,865) 
(62,876) (25,804) 
(20,000) 0 0 
(5,352) (3,717) 1,150 
(26,127) 0 (11,109) 
1,321,056 206,403 749,516 
PL30-Reduce Fixed Costs Rates (1,857) 0 (496) 
NP20-Reduce 1 Vacant FTE Personal Services (7,358) (1,025) (4,323) 
NP21-SB 258 Revise Domestic Abuse Laws 0 148,123 0 
NP22-Remove 6 OTO FTE (102,534) (14,282) (60,236) 
NP23-HB 180 Guardianship for Youth (16,051) (9,224) 


SUBTOTAL 822,015 $ 


56,893 $ (399,196) $ 
(177,587) 
40,241 
(61,680) 
(9,644) 
(185,664) 
(34,659) 
(88,680) 
(20,000) 
(7,919) 
(37,236) 
2,276,975 


(178,692) 
(198,576) (10,343) 
(28,845) 69,086 
(61,478) 0 
(6,669) (2,926) 
(377,236) 96,606 
(23,592) (10,828) 
(64,075) (24,004) 
(20,000) 0 
(11,626) 1,938 
(25,944) (11,031) 
2,679,389 1,524,320 
(2,353) (1,846) (493) 
(12,706) (7,316) (1,019) (4,298) 
148,123 0 148,123 0 
(177,052) (101,839) (14,185) (59,827) 
(28.434) (19,261) (3,791) (11.069) 


1,222,529 1,552,394 $ 256,942 1,605,705 $ 


(280,883) 48,574 $ (411,001) 
(208,919) 
40,241 
(61,478) 
(9,595) 
(280,630) 
(34,420) 
(88,079) 
(20,000) 
(17,925) 
(36,975) 
4,620,643 
(2,339) 
(12,633) 
148,123 
(175,851) 


G4.121) 
3,415,041 





Removed General Fund for Legal Council FTE 
PL30-Reduce Fixed Costs Rates 


(26,787) $ 
(824) 


(27,611) $ 


(26,787) 
(1,866) 


(28,653) 


(883) 
(883) $ 


(159) 


SUBTOTAL (159) 
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1 SUB 
2 SUB 
3 SUB 
4 SUB 
5 SUB 
6 SUB 
7 SUB 
8 SUB 
9 SUB 
10 HAC 
11 FCC 
12 FCC 


Division/Item 


Child S Enf. Divisi 
PL2-Funded 7 Positions with TANF 


PL6-MTPRRIME Equipment 

NP3-Financial Institution Data Match 
PL30-Reduce Fixed Costs Rates 
NP20-Reduce 3 Vacant FTE Personal Services 
NP1-Increase General Fund Match OTO 


SUBTOTAL 


PL1-Medicaid Primary Care Caseload 
PL7-Medicaid Managed Care - Withdrawn 
NP3-Food Safety - Withdrawn 

NP4-HIV/AIDS Drugs 

NP10-Managed Care Network Adequacy 
NP13-Medicaid Provider Increase 
NP18-Certificate of Need Preservation 
NP23-WIC Increase 

NP30-Reduce Fixed Cost Rates 

PL9-Increase 9-Mill State Assumed Cty Income 
NP2-SB81 Establish Children's Health Insurance 
NP26- Expanded Tobacco Prevention and Control 


SUBTOTAL 


Quality A Divisi 
NP30 - Reduce Fixed Cost Rates 
NP1-Eliminate Funding - 1.0 Vacant FTE 


SUBTOTAL 


Operations & Technology 

PL7-Tumor Registry Funding Correction 

NP1-Fiscal Staff Audit Compliance (Reduced 1 FTE) 
NP2-SEARCHS FM Contract (Approved Fed. Funds) 
NP3-Legacy System Renovation (Reduced Gen. Fund) 
PL30-Reduce Fixed Costs Rates 


SUBTOTAL 


Disability Services Divisi 
PL7-DDP Base Adjustments - No General Fund 


NP5-DD Emergency Capacity-Reduced General Fund 
NP7 Donated Dental-Reduced General Fund 
NP12-Extended Employment (Biennial Approp.) 


NP13-Direct Care Worker Wage Increase (Above NP 6) 


PL30-Reduce Fixed Costs Rates 
NP20-Reduce 2 Vacant FTE Personal Services 


SUBTOTAL 


Table 5 Continued 


Legislative Action - Differences from the Executive Budget 


Department of Public Health and Human Services 


General Fund 


0 
0 
0 
0 


413,000 
$____413,000 


$ (1,127,178) 
(12,463) 

(7,846) 
(132,114) 
(28,019) 
(181,890) 
(46,123) 

0 

(4,675) 


(495,945) 


0 
3,500,000. 


$1,463,747 


$ (1,142) 
(10,244) 


$___ (11,386) 


(110,732) 
(9,134) 
(33,448) 
(42,517) 
(42,005) 


$_CATgis) 


(2,332) 
(24,420) 
(3,513) 
65,570 
314,293 
(1,483) 
(25,398) 


322,717 


PUBLIC HEALTH & HUMAN SERVICES 


Fiscal 2000 


State Special Federal Funds Total Funds 


(146,999) $ 


(13,147) 
(10,200) 


(285,350) $ 


(25,518) 
(19,800) 


(432,349) 
(38,665) 
(30,000) 

(3,075) (5,969) (9,044) 
(27,718) (55,075) (82,793) 
(413,000) a o 


$__(614,139) $ (391,712) $___(592.251) 


$ (2,921,594) $ 
0 (12,463) 
(287,710) 0 
0 0 


(4,048,772) 
(24,926) 
(295,556) 
(132,114) 
(16,606) (44,625) 

(471,450) (653,340) 

0 (46,123) 

790,998 790,998 

(4,675) (9,350) 
0 0 

15,116,017 15,116,017 

ny ny 3,500,000 


$__208235 § 12480227 $ 14152209 


$ (15) $ (2,516) $ (3,673) 
(4,052) (17,531) (31,827) 


$ (4,067) $ (20,047) $ (35,500) 


5 110,732 $ : 
(2,129) (10,908) (22,171) 
0 0 (33,448) 
0 0 (42,517) 
(adr) 9741) (89,188) 


$__(9571} $___60.083  $__(187,124) 


J (2,332) 
24,420 0 
0 (3,513) 
0 65,570 
303,094 617,387 
(5,478) (6,961) 
a (25,498) 


644,753 


$ 322,036 $ 5 


B-15 


SUMMARY 


Fiscal 2001 


General Fund _ State Special 


$ (145,602) 
(69,998) 
(10,200) 

(3,075) 
(27,532) 
413,000 (413,000) 


$_413,000 $ __(669 407) 


0 
0 
0 
0 


$ (1,039,586) $ 
(12,463) 0 
(13,216) (287,710) 
(184,962) 0 
(62,490) 
(369,115) 
(46,123) 

0 

(4,675) 

0 

0 
3,500,000 


poococococo 


$ (1,142) $ (15) 
(10,174) (4,024) 


Federal Funds Total Funds 


(428,240) 
(205,875) 
(30,000) 
(5,969) (9,044) 
(54,704) (82,236) 
Qa 0 


$___(a9g,982) $ (755,305) 


$ (282,638) $ 


(135,877) 
(19,800) 


$ (2,779,612) $ (3,819,198) 
(12,463) (24,926) 

0 (300,926) 

0 (184,962) 
(22,241) (84,731) 
(986,929) (1,356,044) 
0 (46,123) 
688,938 688,938 
(4,675) (9,350) 

0 0 
15,248,042 15,248,042 
ny 3,500,000 


es 


$12,131 060 §$ 13,610,720 


$ (2,516) $ (3,673) 
(17,411) (31,609) 


$ (11,316) $ (4,039) $ (19,927) $ (35,282) 


(146,957) $ “ 
(9,075) (2,115) 
(46,251) 


(2,752) $ 
(24,099) 
(4,716) 
65,570 
621,010 
(1,483) 
(25,231) 


628,299 $ 





$ : 


$ 146,957 $ : 
(10,837) (22,027) 


0 
(4,716) 

65,570 

609,082 1,230,092 
(5,480) (6,963) 
627,701 


$ 1,256,000 


SUMMARY 
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Table 5 Continued 


Legislative Action - Differences from the Executive Budget 
Department of Public Health and Human Services 


F Fiscal 2000 Fiscal 2001 
Division/Item General Fund __ State Special Federal Funds Total Funds General Fund ___ State Special Federal_Funds Total Funds 


Srsie + Care Divisi 
1 SUB PL2 - Nursing Home Caseload Adjustment (466,099) $ - $ (1,208,107) $ (1,674,206) $ (512,958) $ - $ (1,371,532) $ (1,884,490) 


2 SUB PL8-Increased Institutional Caseload 0 (760,467) (760,467) 0 (834,706) (834,706) 
3 SUB PL9- RPO Upgrades- Remove General Fund (10,212) 10,212 0 (10,212) 10,212 - 
4 SUB PL11-Aging Benefits Base Adjustment (32,447) 0 (32,447) (32,447) 0 (32,447) 
5 SUB NP1-Increase Medicaid Waiver Services (42,886) (109,360) (152,246) (115,704) (308,380) (424,084) 
6 SUB NP2-Nursing Home Rate Increase (4,841) (12,549) (17,390) (11,993) (32,067) (44,060) 
7 SUB NPS5-Reduce Aging Protective Srvcs by 3 FTE & Servs. (80,976) (50,957) (131,933) (192,097) (102,848) (294,945) 
8 SUB NP15-Direct Care Worker Wage Increases 1,249,421 0 2,817,163 4,066,584 2,536,943 5,896,669 8,433,612 
9 SUB NP30-Reduce Rent and Computer Services Rates (754) (147) (1,035) (1,936) (753) (147) (1,036) (1,936) 
10 HAC NPS5-Reinstate Services for Aging Protective Srvcs. 50,000 0 50,000 100,000 100,000 0 100,000 200,000 
11 SFC NP16-Offset Vacancy Savings for Direct Care Staff 0 49,088 0 49,088 0 48,738 0 48,738 
SUBTOTAL $ 661,206 $ 48.941 $ 734,900 $ 1,445,047 $ 1,760,779 $ 48591 $ 3,356,312 $ 5,165,682 
ce oe LDi Divisi 
1 SUB PL12-MCDC Present Law Inflation - 36,372 - $ 36,372 - $ 36,372 $ - $ 36,372 
2 SUB PL16-Medicaid Managed Care Capitation Costs (236,848) 0 (613,900) (850,748) (533,775) 0 (1,427,192) (1,960,967) 
3 SUB PL21-Substance Abuse Prevention Increase 0 0 1,851,605 1,851,605 0 0 1,851,605 1,851,605 
4 SUB NP!1-Indigent Youth CD Treatment - Withdrawn (250,000) 0 0 (250,000) (300,000) 0 0 (300,000) 
5 SUB NP14-Pathological Gambing Treatment 0 (100,000) 0 (100,000) 0 (200,000) 0 (200,000) 
6 SUB NP30 - Reduce Fixed Cost Rates (1,030) 0 0 (1,030) (1,030) 0 0 (1,030) 
7 HAC NP1S5 - Reduce Funding for 6.5 Vacant FTE (78,219) (26,310) (102,174) (206,703) (76,875) (25,327) (103,093) (205,295) 
8 SFC NP1S5 - Reinstate Funding for 6.5 Vacant FTE 78,219 26,310 102,174 206,703 _ 76,875 25,327 103,093 205,295 
9 FCC NPI17- Fed. Medicaid Match - Community CD Pilot 0 0 150,000 150,000 0 0 150,000 150,000 
10 FCC NP18 - SB534 Mental Health Managed Care Ombudsman (58,926) 0 (29,463) (88,389) (55,593) 0 (27,796) (83,389) 
11 FCC NP16 - HB69 Eliminate Statutory Appropriation 250 Qo 0) 750 250 0) Q 750 


SUBTOTAL $ (546,054) $ (63,628) $ 1,358,242 $ 748,560 $ (889,648) $ (163,628) $ 546,617 $ (506,659) 


APPROPRIATION LEVEL AFTER FREE CONF. COMM. $ 224,558,611 $ 44,853,765 $ 555,250,719 $ 824,663,095 $ 230,798,648 $ 44,239,928 $ 546,828,267 $ 821,866,843 


Total Difference from Executive $ 2,065,735 $ (393,478) $ 14,831,483 $ 16,503,740 $ 4,591,524 §$ (828,967) $ 5,584,711 $ 9,347,268 


Biennial Difference from Executive $ 6,657,259 $ (1,222,445) $ 20,416,194 $ 25,851,008 





Major increases above the printed Executive Budget approved by the legislature are: 

e direct care worker wage increases of $8.7 million general fund and $12.5 million other funds; 

$7.0 million general fund for expanded tobacco control and prevention funded by tobacco settlement funds; 

$30.4 million federal funds to support CHIP and Medicaid expansion due to CHIP outreach; 

federal grant increases for chemical dependency prevention and treatment of $3.7 million; and 

$826,000 general fund to offset a like amount of state special revenue, since the department can no longer charge 
handling fees for child support enforcement. 


The increases approved by the legislature were offset by reductions to the executive proposal. Major reductions made by 
the legislature are: 

e Medicaid caseload reductions - $4 million general fund and $12 million federal funds; 

foster care and subsidized adoption caseload reductions - $1.0 million general fund and $0.3 million other funds; 
reduction in TANF block grant new proposal - $12.4 million federal funds; 

FTE reductions in new proposals in 8 divisions — 22.5 FTE, $713,034 general fund and $435,427 other funds: 
elimination of the 1 percent rate increase for hospitals because the rembursement rebase added more than 1 percent 
increase for services - about $500,000 general fund and $1.6 million total funds; and 

e FTE reductions in present law in 1 division — 6.0 FTE and $860,589 other funds. 


Direct care worker wage increases is a significant change from the printed Executive Budget approved by the legislature. 
The executive decision to add direct care worker wage increases was made after the Executive Budget was printed. Since 
legislative action is compared to the printed Executive Budget, approval of the direct care worker wage increase shows as 
an addition made by the legislature. If the printed Executive Budget had included the direct care worker wage proposal, 
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the legislative changes shown in Table 5 would have equaled a net reduction of $1 million general fund over the 
biennium. 


Language 

"The department shall present a report to the appropriate legislative committee every six months of the 2001 biennium on 
the Governor's Council on Children and Families. The report must contain, at a minimum, the goals, functions, 
expenditures and funding of the council." 


"Expenditures for all provider rate increases approved by the legislature shall be limited to the dollar amounts 
appropriated rather than a percentage increase. The department will be in compliance with this provision if: 


(1) it estimates the total cost for each Medicaid service category in June prior to the beginning of each fiscal year of the 
2001 biennium; and 3 

(2) the percentage increase or base adjustments approved by the department are limited to the dollar amount appropriated 
for each provider rate increase." 


"The department shall distribute the funds in items [Direct Care Worker Wage Increases/Restricted] in a way that provides 
reasonable assurance that the funds are used solely for direct care wage and benefit increases. Not all providers must 
_ receive the same rate of increase each year of the biennium. Funds appropriated in items [Direct Care Worker Wage 
Increases/Restricted] must be used for direct care worker wage increases and family foster care rate increases. Funds in 
items [Direct Care Worker Wage Increases/Restricted] may not be used to fund other programs." 


"The department may add FTE instead of contracting for services if it certifies to the Office of Budget and Program 
Planning that FTE are more cost effective than contracting. FTE added through this language will be modified FTE and 
may not be included in the 2003 biennium base budget." 


"Items [Child and Family Services Division, Child Support Enforcement Division, and Quality Assurance Division, 
Disability Services Division] have been reduced by $304,443 in total funds in the 2001 biennium to reflect a reduction in 
the personal service budgets of these divisions. It is the intent of the legislature that the following positions be eliminated 
from the department because they have been vacant at least 10 months. 


Position No. Title Last Filled 
00430 case aide 06/20/97 
05200 child support enforce tech 12/12/97 
05136 child support investigator 11/14/97 
05173 child support investigator 11/28/97 
08130 auditor 04/10/98 
95103 resident care aide 01/24/97" 


"All state and federal prevention funds identified in the Unified Prevention Budget under the Department of Health and 
Human Services, Department of Labor and Industry, Department of Justice, the Office of Public Instruction, the Montana 
Board of Crime Control, the Department of Corrections, the Office of State Coordinator of Indian Affairs, and the 
Children's Trust Fund must be reviewed and commented on by the Interagency Coordinating Council (ICC) for 
Prevention Programs before being expended." 


"The department shall place all goals, benchmarks, and objectives for each division on the department's website. 
Beginning July 1, 1999, and every 12 months thereafter, the divisions shall review and report on the website their progress 
in meeting their goals, benchmarks, and objectives." 


"General fund costs of Medicaid benefits may not exceed: (1) a 2.5% annual compounded rate of growth in fiscal year 
2000 from the fiscal year 1998 base amount of $99,317,700; and (2) 3.5% in fiscal year 2001 from the fiscal year 1998 
base amount of $99,317,700." 
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Program Proposed Budget 


Budget Item 


FTE 


Personal Services 
Operating Expenses 
Equipment 

Grants 

Benefits & Claims 
Transfers 

Debt Service 


Total Costs 
General Fund 
State/Other Special 
Federal Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


434.45 


14,859,476 
4,839,850 
94,722 
10,545,189 
55,176,537 
0 

49,506 


$85,565,280 
18,772,830 
3,676,203 
63,116,247 


$85,565,280 


PL Base 
Adjustment 
Fiscal 2000 


.00 


226,318 
1,977,989 
(2,100) 
3,062,602 
1,367,442 
0 

0 


$6,632,251 
595,062 
237,107 
5,800,082 


$6,632,251 


New 
Proposals 
Fiscal 2000 


.00 


0 
0 
0 


152,500 
40,019,782 
0 


0 
$40,172,282 
(1,600,735) 
0 
41,773,017 


$40,172,282 


2-HUMAN AND COMMUNITY SERVICES DIVISION 


Total 
Leg. Budget 
Fiscal 2000 


434.45 


15,085,794 
6,817,839 
92,622 
13,760,291 
96,563,761 
0 

49,506 


$132,369,813 
17,767,157 
3,913,310 
110,689,346 


$132,369,813 


PL Base 
Adjustment 
Fiscal 2001 


.00 


129,168 
1,993,966 
(2,100) 
3,407,131 
2,069,013 
0 

0 


$7,597,178 
WIE SSY 
225,374 
6,794,252 


$7,597,178 


New 
Proposals 
Fiscal 2001 


152,500 
7,258,491 
0 

0 
$7,410,991 
(1,701,523) 
0 
9,112,514 


$7,410,991 


Total 
Leg. Budget 
Fiscal 2001 


434.45 


14,988,644 
6,833,816 
92,622 
14,104,820 
64,504,041 
0 

49,506 


$100,573,449 
17,648,859 
3,901,577 
79,023,013 


$100,573,449 


Total 
Leg. Budget 
Fiscal 00-01 


Program Description 

The Child and Family Services Division was reorganized into two divisions in October, 1998 - Human and Community 
Services Division and Child and Family Services Division. The Human and Community Services Division is comprised 
of three bureaus: 1) Public Assistance; 2) Early Childhood; and 3) Intergovernmental Human Services. 


The Public Assistance Bureau administers Montana's welfare reform initiative, known as FAIM (Families Achieving 
Independence in Montana). The bureau also provides eligibility services for Medicaid and food stamps. 


The Early Childhood Bureau: 1) manages the funds which pay for child care for FAIM participants and low-income 
working families; 2) contracts with 12 resource and referral agencies to administer child care eligibility, provider 
recruitment, and technical assistance; and 3) administers the Child and Adult Care Food Program which provides 
reimbursement to providers for the cost of meals served to eligible children. 


The Intergovernmental Human Services Bureau administers: 1) the Community Services Block Grant which is used by 
Human Resource Development Councils to provide a wide-range of community-based human services; and 2) the Low- 
Income Energy Assistance Program and weatherization programs. The bureau stores and distributes USDA commodity 
foods to a wide range of programs. 


Program Narrative 


Temporary Assistance for Needy Families (TANF) 


In 1996, the federal government enacted the Personal Responsibility and Work Opportunity Reconciliation Act 
(PWROWA) to replace open-ended entitlements and create block grants for states to provide time-limited cash assistance 
to needy families with work requirements for most recipients. TANF block grant funds may be used in any manner 
"reasonably calculated to accomplish the purposes of TANF. These purposes are: to provide assistance to needy families 
so that children can be cared for in their own homes; to reduce dependency by promoting job preparation, work and 
marriage; to prevent out-of-wedlock pregnancies; and to encourage the formation and maintenance of two-parent 
families". Montana's approved TANF program is the Families Achieving Independence in Montana (FAIM) program. 
Allotments to states are based upon previous expenditures in Aid to Families with Dependent Children (AFDC), 
Emergency Assistance (EA), and JOBS programs. 
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Montana's annual TANF block grant award is listed in the table to the right by 
state fiscal year. The grant amounts shown are prior to and after the | TANF Block Grant Amount 
withdrawal of the Salish-Kootenai tribe from the state TANF program. This . 

withdrawal reduced the fiscal year 1999 grant amount by $368,801 and by by State Fiscal Year 
$737,601 in fiscal years 2000 and 2001. (In Millions) 


Prior to S-K After S-K 


To receive full funding, maintenance of effort (MOE) must be expended 
annually. Montana must expend general fund equal to 80 percent of the Year Withdrawal _Withdrawal 
amount of non-federal funds they spent in federal fiscal year 1994 on AFDC 
and related programs. If minimum work requirements are met, the MOE is 
reduced to 75 percent. Montana passed legislation in 1997 requiring "a fiscal 
effort equivalent to at least 80 percent of the federally calculated maintenance 
of effort necessary to draw down the temporary assistance to needy families 
block grant". MOE was appropriated at 83 percent in the 1999 biennium. The 1999 legislature passed HB 470, which 
lowered the MOE to 77 percent or $15.6 million. HB 470 took effect upon passage and approval; therefore, the bill also 
appropriated savings of up to $1.0 million generated from the reduction in MOE in fiscal year 1999 to the Montana State 
Hospital in the 2001 biennium in the event the hospital has inadequate funding. 





The table to the left shows Montana’s MOE requirements prior to and after 
the Salish-Kootenai withdrawal from the state TANF program. The 
requirement for each year of the 2001 biennium is $15.6 million. In the 
past, the department has been able to meet the MOE requirement, but 
projections for the 2001 biennium reflect a shortfall in meeting the 
maintenance of effort requirement. This shortfall is due to three factors: 1) 
the child care match can not be counted towards MOE; 2) the 1999 
legislature passed HB 676, which capped the non-assumed counties share 
of public assistance expenditures; and 3) the most current random moment 
time study shows a 10-13 percent drop in time spent on TANF-related 
cases. Table 6 reflects a $1.9 million shortfall in MOE for the 2001 
biennium due to items 1 and 2 listed above. The reduction due to the 
random moment time study is not reflected in this table. 


Maintenance of Effort Amounts 
(In Millions) 

















Prior to S-K After S-K 
Percent Withdrawal Withdrawal 
100% 
83% 17.4 16.8 
80% 16.8 16.2. 
77% 16.1 15.6 
715% 








Child Care Match - In the final days of the 1999 legislative session, the department learned that the child care match could 
not be used toward the TANF maintenance of effort requirement. In the past, the department had operated under the 
assumption that TANF guidelines allowed the entire amount of the child care maintenance of effort and match to be 
counted towards the TANF maintenance of effort. This results in a loss of $1.4 million in fiscal year 2000 and $1.6 
million in fiscal year 2001 to the maintenance of effort requirement. 


HB 676 - The 1999 legislature passed HB 676, which caps the non-assumed counties’ expenditures for the TANF 
program at fiscal year 1996 levels. At this time, the department has not calculated the total fiscal impact of this bill as the 
bill caps administrative costs and benefits separately. The department estimates $260,000 less will be received from non- 
assumed counties in the 2001 biennium to apply to the maintenance of effort requirement. 


_ Random Moment Time Study — In order to determine how much can be charged to the various federal programs for 
_ administrative costs, the department conducts weekly random moment time studies. The most current random moment 
_ time study shows over a 10 to 13 percent drop in the amount of time being spent on TANF-related cases. Because the 
cost allocation formula is so complex, the department has not been able to provide a figure for the loss in administrative 
costs that could be counted towards the maintenance of effort, if the random moment time studies continue to reflect this 
decreased percentage for an entire year. The department projects a rough estimate would be between $500,000 and 
_ $700,000 each year. 
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TANF Expenditures -- The following table indicates TANF actual and projected expenditures. Expenditures for fiscal 
years 2000 and 2001 include all present law and new proposal expenditures. In addition, language in HB 2 appropriates 
an additional $11.6 million of TANF funds, which are also included in Table 6. 


Table 6 
TANF SUMMARY 


1997 GRANT 1998GRANT 1999 GRANT 2000 GRANT = 2001 GRANT 


TANF Block Grant by State Fiscal Year* 
General Fund 

Benefits 

Work Activities 

Other Expenditures 

Child Care MOE 

Administration 

Systems 


Maintenance of Effort 
General Fund Maintenance of Effort 
Total County Expenditures 


Total Actual MOE 


MOE Requirement 
Difference 


MOE Admin Cap 


Fed TANF Benefits & Administration 
Fed Systems 
Total Federal Expenditures 
New Proposal 16 (see below) 
Child Care Transfer 
Title XX Transfer 
Other Issues SB 114 
Efforts to Secure Highway Constr. Jobs. Etc. 
Transfer to DSD if Title XX cuts occur 
Total Expenditures/Transfers 


Unexpended Grant 
Total Grant Reserve 


TOTAL 
$21,272,258 
$3,887,151 
183,765 
1,104,746 
0 


393,046 
211,555 


$5,780,263 
819.875 


$6,600,138 


6,600,000 
$138 


$990,000 


$14,487,806 


242.668 
$14,730,474 


$14,730,474 


6,541,784 


* Amount is reduced in FY99-01 to reflect Salish-Kootenai withdrawal 


TOTAL 


$47,763,385 


$9,818,239 
617,662 
1,167,321 
2,623,912 
1,477,400 
623,951 


$16,328,485 
1.891.112 


$18,219,597 
83% 

$17,362,996 

$856,601 


$2,604,449 


$29,513,884 
] 092,302 
$30,606,186 
7,181,754 
100,000 


$37,887,940 


9,875,445 
$16,417,229 


TOTAL 


$46,297,906 


$8,768,484 
752,692 
1,167,189 
1,313,990 
1,477,400 
661,388 


$14,141,143 

1.849.111 

$15,990,254 
717% 


$15,851,056 
$139,198 


$2,377,658 


$28,896,924 
1,087,548 
$29,984,472 
2,764,345 
6,557,669 


$39,306,486 


6,991,420 
$23,408,649 


TOTAL 


$45,054,076 


$7,416,934 
784,082 
1,390,148 
1,313,990 
1,484,778 
668,002 


$13,057,934 
1,724,873 


$14,782,807 
771% 

$15,567,080 
($784,273) 


$2,335,062 


$30,988,777 
1.269.760 
$32,258,537 
11,837,488 
5,000,000 
2,850,000 
283,868 
1,479,883 


1.400.000 
$55,109,776 


(10,055,700) 
$13,352,949 


**HB 470 reduced MOE to 77% effective upon passage and approval of bill. MOE requirement reflects this change. 


New Proposal 16 
TANF "Rainy Day" Reserve 


Assistance to Families Leaving FAIM 


New Transfer to Child Care 


Child Support Liasons & Employment Specialists 


Address Serious Barriers for Long-term FAIM Recipients 


Enhance Employment Services 


Employment Barriers Related to Domestic Violence 


Family Support Services 

Adult Education 

SSI Eligibility 

Chemical Dependency Services 
Transportation 


Strengthen Montana's Safety Net 
Transfer to Energy Assistance 
Food Banks 


Total New Proposal 16 


$0 


$7,181,754 


$7,181,754 


$2,764,345 


$2,764,345 


$4,125,249 


2,612,239 
850,000 


1,900,000 
100,000 
375,000 
100,000 
150,000 
375,000 
250,000 


875,000 
125.000 


$11,837,488 


TOTAL 


$44,762,399 


$7,061,757 
784,093 
1,388,706 
1,313,990 
1,480,232 
674,682 


$12,703,460 
1,735,975 


$14,439,435 
77% 

$15,567,080 

($1,127,645) 


$2,335,062 


$31,690,348 
L317,111 
$33,007,459 
11,940,641 
5,000,000 
2,850,000 
283,868 
1,479,883 


1.400.000 
$55,961,851 


(11,199,452) 
$2,153,497 


$4,228,402 


2,612,239 
850,000 


1,900,000 
100,000 
375,000 
100,000 
150,000 
375,000 
250,000 


875,000 
125,000 


$11,940,641 








Due to a drop in public assistance caseloads, a reserve of approximately $34.0 million unexpended TANF block grant 
monies accumulated from 1997 to the end of 1999. The 1999 legislature approved a biennial appropriation of $33.7 
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million of unexpended TANF block grant monies in new proposal 16, which would distribute funds to programs that are 


TANF eligible and would benefit from additional funding (see new proposal 16 in Table 6). 


The final rule for the TANF program was released by the federal government in the last days of the 1999 legislative 
session and may have a significant impact on whether the reserves can be expended for the services for which the 
legislature appropriated the funds. States are allowed to spend or transfer TANF reserves before the rules go into effect - 
October 1, 1999 - but after that time, the rule requires that any reserved TANF funds carried over from previous fiscal 


_ years be spent only on benefits that meet the definition of “assistance”. “Assistance” includes benefits for basic needs and 


also includes child care, transportation and support for families that are not employed. The department is in the process. of 
determining which services in new proposal 16 may not meet this criteria, and therefore can not be funded with TANF 
reserve funds. Since reserves can be spent on cash assistance, the department may decide to spend reserves on assistance 


| and leave current-year funds available to cover new proposal 16 services. 


| Funding 
| General fund provides: 


1) Maintenance of effort for the federal Temporary Assistance to Needy Families (TANF) block grant 


_ 2) Maintenance of effort for the federal Child Care Development Block Grant 
3) Match for food stamps administrative costs 


_ 4) Match for the Medicaid administrative costs 

5) Match for the child care matching funds 

_ 6) Administrative and services costs not supported by state special or federal revenues 
| 7) Child protective services child care 


State special revenue includes: 


1) Nine mills of property tax revenue remitted to the state from state assumed counties (9-mill income is budgeted in the 


_ Medicaid benefits budget, where it reduces the cost of the general fund match). The 1999 legislature passed several bills 


that will reduce the amount of revenue generated from the 9 mill levy for state assumption welfare by $1.6 million. SB 
260, which reduces the taxes on light vehicles and fleet vehicles, is the only bill affecting the 9 mill levy which 
appropriates funds to offset the reduction in revenue. SB 260 transfers $271,115 for the 2001 biennium from the general 
fund to the state special revenue fund. 


| 2) Property tax revenue from non-assumed counties for the administrative and benefits match and/or the maintenance of 


effort for public assistance programs 
Federal funding sources include: 


1) Temporary Assistance to Needy Families block grant 
2) Child Care Development Block Grant 

3) Community Services Block Grant 

4) Low Income Energy Assistance Program 

5) Low Income Weatherization 

6) Food stamps and Medicaid administrative funding 

7) Child and Adult Care Food Program 

8) Commodities distribution grants 


_ 9) Emergency shelter grants 
_ 10 Food stamp employment and training funds 


When appropriate, federal funding for public assistance administrative functions is cost allocated among the Temporary 
Assistance for Needy Families block grant, Medicaid, and food stamp administrative functions, according to the amount 
of staff time spent on each federal program. Division administrative costs are allocated based on a federally approved 
cost allocation plan. 
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The table below shows the various funding sources of the division for the base year and each year of the 2001 biennium. 
In comparison to the base year, the percent of general fund has decreased slightly as federal funds have increased. 


Table 7 


Human and Community Services Funding Summary 


Fund Source 


General Fund 


Percent of Total 


State Special Revenue 


County Reimbursement 
Public Assistance County Levy 
County Reimbursement 
FAIM Financial County 
Indirect Cost Allocation 


Subtotal State Special Revenue 


Percent of Total 


Federal Funds 
BPA 
Discretionary Child Care 
TANF Administration 
TANF Benefits 
Energy Conservation 
Child Nutrition 
Child Care MOE 
Child Care Admin 
Child Care Matching 
Grants for Supportive Svcs & Sr. Centers 
Child Care Development Block Grant 
Headstart 
State Adm. Match Grant for Food Stamp 
Emergency Food Assist. 
Food Distribution 
Emergency Shelter HUD 
Weather Assist. For Low-Income 
Refugee Social Services 
Low Income Energy Assist. 
Community Services Block Grant 
Social Services Block Grant 
Medical Assistance Program 
Indirect Cost Allocation 


Subtotal Federal Funds 
Percent of Total 


Total Funds 


Annual Rate of Change from Base 


PUBLIC HEALTH & HUMAN SERVICES 


Fiscal 1998 Base 


Actual 


$18,772,830 
21.94% 


$3,252,631 

0 

0 

423,572 

0 

$3,676,203 
4.30% 


$224,013 
0 
196,199 
24,675,662 
0 
8,432,130 
2,015,595 
208,038 
6,049,223 
37,383 
1;307,5 72 
0 
1,031,554 
96,094 
1,366,400 
219,189 
1,382,443 
6,191 
6,792,916 
2,052,612 
41189 
98,036 
6.883.808 


$63,116,247 
73.76% 


$85,565,280 


B-22 


Legislative Action 


2000 


$17,767,157 
13.42% 


$3,038,197 
223,999 
337,714 
361,963 
(48,563) 


$3,913,310 
2.96% 


$223,934 
8,664,756 
165,744 
62,285,482 
299, 991 
11,587,943 
3,143,624 
323,514 
3,589,754 
STs koe 

0 

100,000 
1,545,399 
95,992 
1,461,140 
218,110 
1,375,495 
6,190 
6,757,453 
2,041,837 
373 
61,361 
6.704.122 


$110,689,346 


83.62% 


$132,369,813 


54.70% 


HUMAN AND COMMUNITY SERVICES DIVISION 


2001 Biennium 
2001 Percent of Total 


$17,648,859 
17.55% 


$3,016,718 
223,999 
337,715 
371,708 
(48.563) 


$3,901,577 
3.88% 


$223,893 
8,664,756 
165,286 
29,608,312 
299,991 
11,925,535 
3,143,624 
322,764 
4,298,302 
EVAEY, 

0 

100,000 
1,542,847 
95,978 
1,459,509 
218,099 
1,375,429 
6,190 
6,757,167 
2,041,753 
373 
61,284 
6.674.789 


$79,023,013 
78.57% 


$100,573,449 


17.54% 
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Over 81 percent of the expenditures in this division are for benefits or grants, up from approximately 77 percent in 1998. 
The table below summarizes the benefits and grants for the base year and fiscal years 2000 and 2001. For the 2001 
biennium, benefits will increase by 46 percent from fiscal year 1998. The majority of the increase is a result of excess 
TANF funds appropriated for child care and public assistance. Grants increase 32 percent from fiscal year 1998 with an 
increase in grants for: 1) child nutrition; 2) Head Start; and 3) the Food Bank. 









Table 8 
Human and Community Services Division 
Benefits and Grant Expenditures by Service Area 











Fiscal 1998 Base Expenditures Fiscal 2000 Legislative Appropriation Fiscal 2001 Legislative Appropriation 
State State State 
Special Federal TOTAL General Fund Special Federal TOTAL General Fund Special 

















Service Area General Fund Federal TOTAL 

















Cash Assistance $9,416,757 $423,551 $20,653,520 $30,493,827 $19,003,569 $854,750 $41,679,378 $61,537,697 $8,805,678 $396,065 $19,313,297 $28,515,040 
FAIM Employment & Training 545,472 0 2,643,886 3,189,358 1,194,794 0 5,792,363 6,987,157 1,194,794 0 5,792,363 6,987,157 
Community Services 0 0 204,292 204,292 0 0 204,292 204,292 0 0 204,292 204,292 
Support Services 98,497 0 98,499 196,996 98,497 0 98,499 196,996 98,497 0 98,499 196,996 
Child Care 2,663,945 0 7,357,343 10,021,288 3,019,045 0 13,247,806 16,266,851 3,273,434 0 13,956,354 17,229,788 
Food Stamps Job Search 301,790 0 668,577 970,367 301,790 0 668,578 970,368 301,790 668,578 970,368 
Intergovernmental Human Svcs 
Community Svcs Block Grant 0 0 1,917,138 1,917,138 0 0 1,918,685 1,918,685 0 0 1,918,685 1,918,685 
Low-Income Energy Assistance 0 0 6,339,308 6,339,308 0 0 6,344,354 6,344,354 0 0 6,345,107 6,345,107 
Emgcy Svcs to Homeless Ind. 0 0 80,433 80,433 0 0 80,456 80,456 0 0 80,456 80,456 
HUD Emergency Shelter 0 0 203,016 203,016 0 0 203,074 203,074 0 0 203,074 203,074 
Energy Conserv (incl. stat. approp.) 0 0 119,141 119,141 0 0 411,332 411,332 0 0 411,332 411,332 
Weatherization ~ 0 0 1,467,059 1,467,059 0 0 1,468,237 1,468,237 0 0 1,467,484 1,467,484 
Other 31224 Q 85.483 116,707 3L161 0) 85,493 116,654 3LI61 Q 85,493 116.654 















TOTAL BENEFITS* $13,057,685 $423,551 $41,837,695 $55,318,930 $23,648,856 $854,750 $72,202,549 $96,706,154 $13,705,353 $396,065 $50,545,016 $64,646,434 
eS SS SSS _ SSS SSeS SSS ———— SS SS SSS SS ee 















GRANTS : 
Child Care Protective Services $91,976 $0 $939,256 $1,031,232 $91,976 $0 $198,833 $290,809 $91,976 $0 $198,833 $290,809 








Discretionary Child Care 0 0 1,083,016 1,083,016 0 0 = 1,823,439 1,823,439 0 0 1,823,439 1,823,439 
Adult & Child Care Food Program 0 0 8,121,689 8,121,689 0 O 11,184,291 11,184,291 0 O 11,528,820 11,528,820 
Head Start 0 0 0 0 0 0 100,000 100,000 0 0 100,000 100,000 
Food Bank Project 0 0 0 0 52,500 0 0 52,500 52,500 0 0 $2,500 
Other 10} 10) 308,000 308,000 0 0) 308.000 308,000 0 10) 08.0 308.000 
TOTAL GRANTS $91,976 $0 $10,451,961 $10,543,937 $144,476 $0 $13,614,563 $13,759,039 $144,476 $0 $13,959,092 $14,103,568 

oa = a = 0 —_—— aa eee 








*Benefit amounts will not match benefit amount in division main table because this table includes a statutory appropriation. 
Expenditures on this table differ from division main table due to adjustments in this table to reflect benefits and grants in proper categories. 
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Present Law Adjustments 


Present Law Description 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 
Present Law Adjustments 


Nutritional Assistance/ Audit: CACF 
Early Childhood Services Management 
TANF Funds to Meet Work Mandates 
Glacier County State Assumption 

Child and Adult Food Care Program 
Nutrition Education & Policy Intrp 
FAIM Employment and Training-PL 
Energy and Commodity Assist Adm-PL 
Cash Assistance Caseload Reduction 
Food Stamp/Medicaid Match Loss 
State Assumed County Admin-PL 
Matching-Discretionary Adjustment 
Discretionary-Matching/Mandatry Adj 
Mandatory-Discretionary Adjustment 
Non-Assumed County Admin Adjustment 
Rate Reduction 


Total PL Adjustments 


Present Law Adjustments Total 


Present Law Adjustments 


2-HUMAN AND COMMUNITY SERVICES DIVISION | | 


Fiscal 2000 
Fiscal 2000 General 
FTE Fund 


0 


0 
0 
i 
493,522 
107,000 
0 

0 

0 

0 

(694) 


$749,849 


Fiscal 2000 
Total 
Funds 


201,497 
16,603 
62,081 


$280,181 


109,998 
140,000 
3,297,800 
0 
3,070,775 
505,005 
1,224,411 
46,569 
(2,430,358) 
0 


342,076 
(460,945) 
1,768,517 

(1,307,572) 
49,186 
(3,392) 


$6,352,070 


$6,632,251 


Fiscal 2001 
FTE 


The table above shows the changes made by the legislature to the adjusted base budget. 


Fiscal 2001 
General 
Fund 


120,02 


0 
30,000 
0 

0 

0 
493,523 
114,000 
0 

0 

0 

0 

(703) 


$756,841 


Fiscal 2001 
Total 
Funds 


104,347 


109,998 
140,000 
3,297,800 
0 
3,410,054 


(1,728,787) 
0 


352,808 
(460,945) 
1,768,517 

(1,307,572) 
49,186 
(3,406) 


$7,412,388 


$7,597,178 





Statewide adjustments are 


standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 


the table correspond to the narrative descriptions. 


DP 2 - Nutritional Assistance/Audit: CACF - The legislature approved $219,996 federal funds over the biennium to 
provide required nutritional education and training to day care providers throughout Montana. Child care providers’ 
menus and records must be reviewed to ensure adherence to federal nutritional guidelines. Providers must meet 
nutritional and administrative guidelines. 


In August 1996, the Child and Adult Care Food Program was federally mandated to provide a tiered system of 


reimbursement for family day care homes. The number of children participating in the program increased 9 percent over 
the past year. Workload increases would be handled through contract services. 


DP 3 - Early Childhood Services Management - The legislature approved $280,000 federal funds to pay for increased 
administrative costs for contracted services to meet the demands of the Early Childhood Services Unit (child care). 


Administering the $23 million Child Care Development Block Grant includes management of 100 contracts that include 
resource and referral (R&R) services, child care provider grants, specialized training for child care professionals, the I Am 
Your Child public engagement campaign, and the Montana Early Childhood Professional Development Center. In 
addition, the division administers a merit pay program for 212 child care providers. This addition increases the base for 
contract services to meet changing workload demands, as well as having flexibility to hire for special projects. 


DP 4 - TANF Funds to Meet Work Mandates - The legislature approved $6,595,600 increased federal spending authority 
for the biennium for the TANF block grant. This appropriation continues the TANF appropriation approved by the 1997 
legislature and raises it by $6.6 million for the biennium to increase services in the following areas: 
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1) County support services to assist participants in transportation and employment related needs 


_ 2) Development of county community services placement sites in order to meet work participation rates 


3) Assistance in development of tribal proposals for establishing Tribal Family Assistance Plans 


_ 4) Contract funding to serve increased tribal populations, to allow communities to develop, supervise and monitor work 
_ experience sites, and to provide services that ensure compliance with work participation rates 


5) County job development and placement, basic education, coordination of community work sites and employer 


_ education. 


_ DP 5 - Glacier County State Assumption - The legislature approved $240,042 additional general fund for the biennium 


along with reducing state special revenue by a like amount. 


: Glacier County became state assumed in fiscal year 1999, which means Glacier County will levy and remit 9 mills of 
__ property tax revenue to the state. The 9-mill income for all state assumed counties is budgeted in the Medicaid benefits 


budget where it will reduce the cost of the general fund match. While general fund will increase due to Glacier County 
assumption, the general fund in the Medicaid benefits budget will be reduced by the increase in 9-mill income equal to the 
general fund amount. State-assumed county costs are statutorily mandated. 


DP _7 - Child and Adult Food Care Program - The legislature approved $6,480,829 Child and Adult Food Care federal 
funds. Funds will be used to pay food costs related to increased child care under welfare reform. Also, a newly 
authorized after school program for children ages 12 to 18 will serve an additional 20,000 children. 


This request includes costs for overtime/benefits and three personal computers. 


DP. 8 - Nutrition Education & Policy Intrp_- The legislature approved $1,018,760 total funds, including $60,000 general 
fund, for the biennium. This is $120,640 less general fund than requested in the Executive Budget. 


Federal funds will pay 100 percent of the Food Stamp Nutrition Education program, which will be matched by counties. 
Food stamp education would be performed under contract with Montana State University. The $780,000 contract will 
provide nutrition education in 24 Montana counties to food stamp eligible families with children. 


Administrative cost increases include personal services costs for overtime plus benefits, contract services for training in 
regional offices, temporary services, minor equipment, and two replacement lease vehicles. 


DP_10 - FAIM Employment and Training-PL - The legislature approved $2,448,822 increased federal spending authority 
for the TANF block grant for the biennium. Increased funding would be used for increased administrative and operating 
costs for employment and training activities. 


DP 12 - Energy and Commodity Assist Adm-PL - The legislature approved increased federal funding totaling $93,138 for 
the biennium for food distribution. 


DP 14 - Cash Assistance Caseload Reduction - The legislature approved reducing the federal TANF block grant 
$4,159,145 for the biennium. This adjustment reduces the cash assistance portion of TANF while other adjustments in the 


_ Executive Budget increase TANF appropriations. 


Cash assistance caseloads have fallen dramatically over the last several years, from a high of 11,861 in fiscal year 1994 to 
6,650 in 1998. The department projects caseloads for each year of the biennium at 5,612 cases. The legislature set 
department goals in HB 2 language to reduce cash assistance caseloads to 4,900 in fiscal year 2000 and 4,400 in fiscal 
year 2001. Costs increase slightly between fiscal years 2000 and 2001 because the average monthly payment increases 
from $416.71 to $427.13. 


DP 16 - Food Stamp/Medicaid Match Loss - The legislature approved $987,045 general fund and $774,140 state special 
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revenue for the biennium to replace federal funds lost in an unfunded federal mandate included in the Agricultural | 
Research, Extension, and Education Reform Act of 1998. Congress approved reducing the federal match because some of | 
the TANF block grant costs included administrative costs that should have been shared among the Food Stamp, Medicaid, 
and former Aid to Families with Dependent Children (AFDC). Rather than reduce states' TANF block grants to recoup 
the shared administrative costs, Congress chose to reduce the matching funds available in other programs. 


Because the department is appealing this action, the legislature line itemed this amount and stated that if the department is 
successful in defending their case, the $987,045 general fund included in this request will revert to the general fund. 


DP 18 - State Assumed County Admin-PL - Total funds of $694,884, including $221,000 general fund, were approved for 
the biennium for increased administrative costs in two areas: food stamp issuance and state assumed county operating 
costs. This is a reduction of $109,998 general fund from the Executive Budget. 


Food stamp issuance costs are increasing due to the current contract expiring with the firm that does the food stamp 
issuance. Contract costs are expected to increase in the next biennium because the volume of cases is declining and fixed 
costs must be spread over fewer transactions. Costs are increasing from $0.72 per transaction to issue food stamps to 
$1.10. Postage for food stamp issuance will also increase with the inclusion of Glacier County as an assumed county. 


Increased base administrative expenditures for public assistance programs include: 

1) Minor tools, instruments, and equipment purchases in various county offices 

2) Equipping a drop-in day care center for TANF eligible clients in the relocated Missoula county welfare office 

3) Relocating the Flathead and Missoula county welfare offices, which would result in increased office equipment needs 
and costs to move telephone equipment ($17,000 to move telephone equipment is a one-time-only cost) 

4) Increased rental costs. 


DP _26 - Matching-Discretionary Adjustment - This accounting adjustment moves $921,890 from one federal account to 
another, child care matching to discretionary funding. Note present law adjustment 27. 


DP 27 - Discretionary-Matching/Mandatory Adjustment _- This adjustment shows the movement $3,537,034 from two 
federal accounts to this account. Note present law adjustment 26 and 28. 


DP _28 - Mandatory-Discretionary Adjustment - This adjustment moves $2,615,144 from one federal account to another, 
child care mandatory to discretionary funding. Note present law adjustment 27. , 


DP 29 - Non-Assumed County Admin Adjustment - Non-assumed county administrative costs are increased by $98,372, 
which includes $49,184 state special revenues and $49,188 federal funds. Expenditure increases are related to overtime 
and contracted services for food stamp issuance. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description ‘FTE Fund Funds FTE Fund Funds 


Child Care Support for FAIM Families F 346,765 1,245,563 : 601,154 2,208,500 
Head Start Project ‘ 0 100,000 ; 0 100,000 
Food Bank Initiative : 12,500 12,500 ; 12,500 12,500 

0 


Reduce TANF MOE to 77% ; (1,750,000) 0 : (2,105,177) 

TANF Support for Child Care : 0 5,000,000 : 0 5,000,000 
Federal TANF Block Grant Reserve t 0 33,724,228 : 0 0 
Gen Fund Reduction -Tribe TANF ‘ (250,000) (250,000) . (250,000) (250,000) 
HB69--Low-Income Energy Assis & Home Weather. 4 0 299,991 : 0 299,991 
Montana Food Bank Processing Proj. i 40,000 40,000 : 40,000 40,000 





Total New Proposals : ($1,600,735) $40,172,282 : ($1,701,523) $7,410,991 
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New Proposals 

DP 6 - Child Care Support for FAIM Families - This legislature approved increased child care funding by $3,454,063 total 
funds for the biennium, including $947,919 general fund. General fund amounts are set by federal matching 
requirements. Funds would expand child care services to families who must meet 30 hour per week work requirements. 
In addition, child care subsidies would be provided to 62 families below 125% of poverty ($20,875 for a family of four). 


Based on the current usage of child care assistance by FAIM families, a five-hour per week increase in the work 
_ participation requirements will increase child care costs by an estimated $1,013,859 in 1999 and by another $1,013,859 in 
2000. Child care costs related to work participation changes are expected to stabilize in 2001 when work hours reach the 
maximum limit. 


DP 7 - Head Start Project - This legislature approved $200,000 in federal authority for the biennium to continue the Head 
Start project started in August 1997. The grant would provide a full day of Head Start for children whose parents work 
full time; help children in Head Start programs with no health insurance access health care services; and provide training 
for Head Start operators. , 


DP 8 - Food Bank Initiative - The legislature approved $25,000 general fund for the biennium to support food banks. This 
funding would be used to increase the amount of food that food banks purchase, process and transport. 


DP. 11 - Reduce TANF MOE to 77% - HB 470 reduces the maintenance of effort required for the TANF block grant to 77 
percent. This results in a general fund reduction of $3,855,177 for the biennium. A general fund reduction and a TANF 
block grant appropriation increase result in no cost increase. Prior to HB 470, state statute required that the department 
maintain a fiscal effort equivalent to 80 percent of federally required maintenance of effort. 


One hundred percent TANF maintenance of effort is $20.9 million. States must spend at least 75 percent - $15.2 million 
for Montana - in order to draw down the entire TANF block grant of $45.1 million for Montana. States must meet the 
federal work participation mandates in order to reduce their maintenance of effort to 75 percent. If states do not meet the 
federal work participation rates, maintenance of effort must be increased to 80 percent, plus states face a sanction on a 
portion of the TANF block grant, which must be replaced with state funds. 


The legislature approved maintenance of effort at a level of 77 percent, which is approximately $400,000 higher than the 
75% minimum. This cushion is provided to ensure sufficient funding in the event of unanticipated circumstances, such as 
swings in the matching rate determined by cost allocations for administrative costs for the Medicaid and food stamp 
programs or lower than estimated maintenance of effort contributions from non-assumed counties. 


DP _ 14 - TANF Support for Child Care - Federal regulations allow up to 30 percent of the TANF block grant to be 
transferred to child care. The legislature approved an additional $10 million for the biennium to fund increasing numbers 
of families requesting child care services. 


Child care services have risen from $6.4 million in state fiscal year 1996 to $9.9 million in state fiscal year 1998. 

Increases resulted from child care being provided to families transitioning off of cash assistance and to other low-income 

working families to help them avoid being on cash assistance. At the present time, there is a waiting list of 305 families 
for child care services. According to the department, many families do not apply because funding has run out in the past. 


DP _16 - Federal TANF Block Grant Reserve - The legislature approved a biennial appropriation of $33,724,228 federal 
spending authority for unexpended TANF block grant funds. The accumulation of excess TANF block grant funds is 
largely due to the drop in public assistance caseloads since 1997. The $33.7 million in reserves will be used to: 1) 
establish a "rainy day” reserve of $8.35 million; 2) assist families leaving FAIM and provide child care - $16.9 million; 3) 
address serious barriers for long-term FAIM recipients - $6.5 million; and 4) provide funds for energy assistance and food 
banks - $2.0 million. See the TANF table under "Program Narrative" for more details on the distribution of TANF funds 
contained in this proposal. 
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DP._17 - Genetal Fund Reduction -Tribe TANF - The Salish-Kootenai tribe has developed its own tribal family assistance 
or temporary assistance for needy families plan and is no longer served by the state TANF program. This results ina | 


savings to the general fund. The legislature reduced general fund by $500,000 for the biennium. 


DP 18 - HB69--Low-Income Energy Assistance & Home Weatherization - Because of the elimination of the statutory 


appropriation for low-income energy assistance and home weatherization in HB 69, $599,982 in one-time-only federal 
special revenue funds were appropriated for the biennium in HB 2. 


DP 19 - Montana Food Bank Processing Project - The legislature appropriated $80,000 general fund for the biennium to 
be used by the Montana Food Bank Network for the processing of donated food. An additional $17,000 in general fund 
was appropriated in HB 2 language in fiscal year 2000 for startup costs of the processing project. Those funds are 
contingent on the receipt of the social security contribution account reversion to the general fund under 19-1-602(4). 


Language 
"Benefits for TANF are set at 40.5 percent of the poverty rate for each year of the biennium." 


"The provider rate increase for child care should reflect local markets." 


"If Families Achieving Independence in Montana (FAIM) caseloads increase to a level greater than the projected level of 
5,612 for the 2001 biennium or if the department is unable to meet federally mandated work participation requirements 
because of the lack of resources, the department may access excess TANF funds held by the federal government and 
referred to by the state to be Montana's "TANF reserve" to fund services that further the goals of FAIM. Therefore, there 
is appropriated TANF reserve funds up to $8.35 million for the biennium. Prior to accessing these funds, the department 
shall review with the Office of Budget and Program Planning current FAIM caseload statistics and trends in caseload." 


"The department shall present a plan to the 57th Legislature to create a uniform statewide system of funding for the TANF 
maintenance of effort, eligibility determination for cash assistance, food stamps, and Medicaid programs, and foster care 
program costs. This plan must provide a predictable and adequate source of funding and eliminate the historic distinction 
in funding human services costs between assumed and nonassumed counties. The department shall include county 
commissioners and select members of the appropriate legislative committee in development of the plan." 


"Item 1 [Human and Community Services] includes $493,522 general fund money in fiscal year 2000 and $493,523 in 
fiscal year 2001 to replace lost federal matching funds for Food Stamps, Medicaid, and the former Aid to Families with 
Dependent Children. The department is appealing the loss of these federal funds. If the department is successful in the 
appeal, the appropriation in item 1 [Human and Community Services] is reduced by $493,522 in general fund money in 
fiscal year 2000 and $493,523 in fiscal year 2001." 


"Item 1 [Human and Community Services] includes a reduction of $1,750,000 in general fund money in fiscal year 2000 
and $2,105,177 in fiscal year 2001 and in increase in federal TANF funds of a like amount in each fiscal year. This 
funding switch is contingent on passage of House Bill No. 470." 


"Contingent upon passage and approval of House Bill No. 551, item 1 [Human and Community Services] must be reduced 
in proportion to the number of Native American tribes authorized to operate their own TANF program, up to $6,706,697 
in federal special revenue funds in both fiscal year 2000 and fiscal year 2001." 


“Because of the elimination of the statutory appropriation for low-income energy assistance and home weatherization in 
HB 69, item 1.c. [HB 69 — Low-Income Energy Assistance and Home Weatherization] appropriates $299,991 in federal 
special revenue funds in fiscal year 2000 and $299,991 in federal special revenue funds in fiscal year 2001. If HB 69 is 
not passed and approved in a form that eliminates the statutory appropriation, then the federal special revenue 
appropriations in item 1.c. [HB 69 — Low-Income Energy Assistance and Home Weatherization] are void.” 
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"Item 1 [Human and Community Services] includes a reduction of $6,706,697 in federal special revenue funds in both 
fiscal year 2000 and fiscal year 2001 and is contingent upon the passage and approval of House Bill No. 551 and the 
federal authorization for the Native American tribes to operate their own TANF program." 


"The Human and Community Services Division is authorized to use up to $2.96 million in TANF funds for the biennium 
for expenditures related to the following efforts: 


1) The division shall increase job training, recruitment, and support service efforts in order to secure highway 
| construction or equivalent paying jobs for 200 FAIM recipients in fiscal year 2000 and another 300 FAIM recipients in 
fiscal year 2001. The dollars must follow the client. 


2) The division shall provide FAIM recipients funds to purchase items including but not limited to car insurance, car 
repairs, gasoline, and special work clothes. 


The division shall direct up to $1.5 million of the $2.96 million toward efforts specified in subsection (1). If the division 
is not able to use all of the $1.5 million for those efforts, the division may redirect remaining funds to the purpose 
specified in subsection (2). 


The division shall report progress every six months on the department's internet Virtual Pavilion site." 


"TANF block grant funds of $100,000 each year of the 2001 biennium are appropriated for the purpose of enhancing the 
adult basic education program for FAIM financial assistance participants. The funds are to be used to provide adult basic 
education, adult literacy programs, and learning disability assessment, identification, and followup services for FAIM 
financial assistance participants." 


"It is the intent of the legislature that the department provide quarterly reports beginning July 1, 1999, to the appropriate 
legislative committee, as identified in Senate Bill No. 11, and make the reports available on the internet through the 
department's Virtual Pavilion. The reports must include: 

1) the Human and Community Services Division's means for identifying FAIM recipients who may be qualified for 
Social Security Disability and Supplemental Security Income (SSI); 

2) the number of FAIM recipients who might meet SSI criteria: 

3) the division's progress in getting people moved from FAIM to SSI; and 

4) the number of FAIM recipients actually moved from FAIM to SSI." 


"The department may use, in addition to other FAIM dollars, up to $300,000 in TANF funds for the biennium to 
determine SSI eligibility, including psychological examinations, and to move those who are SSI eligible from FAIM to 
SSI." 


“The goal for the number of TANF cash assistance cases is 4,900 in fiscal year 2000 and 4,400 in fiscal year 2001. To 
meet these goals, the department shall: 

(1) assist a minimum of two tribes in leaving the state's FAIM welfare reform program and assist them in running their 
own welfare reform program; 

_ (2) assist TANF clients in obtaining better paying jobs in highway construction or equivalent paying jobs; and 

| ~ (3) move both tribal and nontribal FAIM clients that meet social security disability and SSI criteria from FAIM to SSI.” 


"Contingent on the receipt of the social security contribution account reversion to the general fund under 19-1-602(4), 
general fund money of $17,000 is appropriated in fiscal year 2000 for the Montana Food Bank Network to use as setup 
funds in the use of Montana state prison's meat processing plant for the processing of meat donated to the Montana Food 
Bank. This money is to be used for this purpose only." 
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Program Proposed Budget 


Budget Item 


PIE 


Personal Services 
Operating Expenses 
Equipment 

Grants 

Benefits & Claims 
Debt Service 


Total Costs 
General Fund 


State/Other Special 
Federal Special 


Base 
Budget 
Fiscal 1998 


359.95 


12,435,021 
AVON OAT EY? 
337,015 
3,337,999 
16,402,126 
97,061 


$36,521,954 
20,164,064 


3,472,576 
12,885,314 


PL Base 
Adjustment 
Fiscal 2000 


.00 


399,468 
277,411 
8,500 
(34,170) 
1,074,240 
36,235 


$1,761,684 
1,124,965 


(414,764) 
1,051,483 


New 
Proposals 
Fiscal 2000 


3.50 


147,978 
212,842 
30,000 
155,000 
2,567,039 
3,005 


$3,115,864 
(1,094,703) 


349,608 
3,860,959 


3-CHILD & FAMILY SERVICES DIV 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2001 


Total 
Leg. Budget 
Fiscal 2000 


363.45 .00 3.50 363.45 
146,920 
228,776 

15,000 
155,000 
5,087,004 
3,005 


12,894,193 
4,428,828 
360,515 
3,458,829 
23,670,962 
136,301 


12,982,467 
4,402,985 
375,515 
3,458,829 
20,043,405 
136,301 


312,252 
287,320 
8,500 
(34,170) 
2,181,832 
36,235 
$41,399,502 $2,791,969 $5,635,705 $44,949,628 
22,158,427 
3,660,251 
19,130,950 


20,194,326 
3,407,420 
WIE TALS) 


1,626,380 
(386,026) 
1,551,615 


367,983 
573,701 
4,694,021 


Total Funds $36,521,954 $1,761,684 


Program Description 


$3,115,864 


$41,399,502 


$2,791,969 


$5,635,705 $44,949,628 





The Child and Family Services Division was reorganized into two divisions in October, 1998 - Human and Community 
Services Division and Child and Family Services Division. The Child and Family Services (CFS) Division administers 
child welfare services, abuse prevention services, domestic violence grants, and other programs designed to keep children 
safe and families strong. CFS oversees five regional offices that administer programs and are advised by Local Family 
Services Advisory Councils, which serve as the link between local communities and DPHHS. CFS also provides the user 
liaison for the large statewide computer system application: CAPS (the Child and Adult Protective Services) system. 


Program Narrative 

Child and Family Services provided 4,123 children 
(unduplicated) with foster care and adoption services 
in 1998. In order to accurately assess costs per child, 
the number of days and/or cost per day for each type of 
service is needed. Table 9 shows the total cost and 
average cost per child of each type of service in fiscal 
year 1998. 


One of the department’s goals is to increase the rate of 
permanent placements through subsidized adoptions 
and subsidized guardianships. The following charts 
and Table 10 show this shift from foster care to 
subsidized adoptions. The number of children in foster 
care has leveled off and is expected to increase by 
approximately 1 percent each year of the 2001 
biennium, while the number of subsidized adoptions 
shows a steady increase since 1994 and is projected to 
increase 20 percent each year of the 2001 biennium. 
Table 10 shows the growth and decline in foster care 
and subsidized adoptions since 1994. 
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Table 9 


Paid Foster Care Services by Type of Service 
Fiscal 1998 


Type of Service 

Other Support Services 
Adoption - Nonrecurring cost 
Shelter Care 

Relative Foster Care 

Family Foster Care 

Subsidized Adoption 
Specialized Family Foster Care 
Therapeutic Group Care 

Foster Group Care 

Therapeutic Family Foster Care 
Other Placement Services 

Out of State Care 


Unduplicated Children and Costs 





B-30 


Number 

Children _‘ Total Cost 

933 $408,920 

31 16,049 

415 690,156 

276 615,149 

2,211 5,453,401 

673 2,148,320 

89 403,241 

182 952,585 

146 917,539 

271 ~~ ‘1,789,189 

14 200,287 

112 1,940,416 


4,123 $15,535,252 
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Table 10 
Child and Family Services Division 
Summary of Foster Care and Subsidized Adoption 
FY 1994 - 2001 


Subsidized Foster Care Sub. Adopt 


Foster Care Adoption % Increase % Increase 


Actual $12,177,389 $531,960 $12,709,349 


Actual 13,214,504 532,018 13,746,522 8.52% 0.01% 


Actual 13,234,686 1,401,882 14,636,568 0.15% 163.50% 
Actual 14,483,880 1,666,449 16,150,329 9.44% 18.87% 
Actual 13,183,329 2,148,319 15,331,648 -8.98% 28.92% 
Projected 13,495,316 2,730,267 16,225,583 2.37% 27.09% 


Projected 13,981,531 3,374,610 17,356,141 3.39% 23.60% 
Appropriated* 13,953,097 3,064,951 17,018,048 


Projected 14,401,397 4,171,018 18,572,415 
Appropriated* 14,367,276 ** 3,752,677 18,119,953 


The department converted to a different computer system in 1997. The department feels the spike in costs in 1997 is due 
to a system error of double counting children. 
These amounts do not include the direct care worker wage increase or provider rate increase approved by the legislature. 





The amounts do include a reduction for HB 180 - Guardianship for Youth 


Foster Care 


The adjoining foster care chart reflects a gradual increase in 
the number of children in foster care and the associated Foster Care 1994-2001 
costs, except for an anomaly in 1997. (The department 
converted to a new computer system and speculates that a 
majority of the increase in 1997 is due to a double counting 
of some clients.) In addition, the department determined 
costs would exceed available funds in fiscal year 1997 and 
implemented cost containment measures, which included 
not serving youth between the ages of 14 and 18 who were 
not in abuse or neglect situations. 








Number of Childre 


The amounts appropriated for foster care in the 1999 
biennium were in excess of actual and _ projected 
expenditures. In 1998, $15.9 million was appropriated for 
foster care, while $13.2 million was _ expended. 


Approximately $1.2 million of the $2.7 million in savings In 1997, the department converted to a new computer system. The department feels 
the spike in the # of children in 1997 is a system error of double counting. 


was used for subsidized adoptions ($440,000), TANF MOE Fiscal years 1994-1998 are actual expenditures. 
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Fiscal years 1999-2001 are projected amounts. 
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($670,000) and Montana State Hospital ($115,000). In 1999, $16.4 million was appropriated and the division projects 
$13.5 million will be expended. 


The division updated caseload and cost projections based on December, 1998, figures and reduced the foster care present 
law adjustment from what was requested in the Executive Budget. The legislature approved the revised request of the 
division, which was approximately $800,000 less than was in the Executive Budget. As stated earlier, the budget in the 
2001 biennium assumes a 1 percent per year growth rate over the revised 1998 levels. These figures do not include the 
direct care workers’ wage increase or the provider rate increase, but do include the reduction due to HB 180, which allows 
the department or a guardian ad litem to petition for appointment of a guardian for a child found to be a youth in need of 
care. : 


Subsidized Adoptions 
Subsidized adoptions caseloads have been growing at 


Subsidized Adoptions 1994-2001 an average rate of 20 percent per year since 1994. 
Projections for subsidized adoption caseloads costs 
are that there will be increases of 39 percent between 
the 1999 and 2001 biennia. In 1998, caseloads were 
673 and are projected to climb to 1,153 by 2001. 
These increases are due to the department placing 
greater emphasis on the permanent placement of 
children. 





Number of Children 


Subsidized adoption benefits have increased from 
$1.4 million in 1996 to $2.1 million in 1998. The 
executive present law adjustment requested an 
increase of $3.1 million for the biennium over the 
1994 1995 1996 1997 1998 1999 2000 2001 $2.1 million in the base. The division updated 
caseload and cost projections based on December, 
1998, figures and requested an additional $339,700 in 

Fiscal years 1994-1998 are actual expenditures. total funds based on the updated figures. The 

Fiscal years 1999-2001 are projected amounts. legislature approved approximately $466,294 less 
than the executive request and approximately $806,000 less than the division requested in its revised decision package 
(the decision package included $78,000 for insurance for subsidized adoption families per requirements of the Safe 
Families Act). The present law adjustment approved by the legislature ($2.6 million for the biennium) represents a 46 
percent increase over the base in fiscal year 2000 and a 79 percent increase over the base in fiscal year 2001 (or a 22 
percent increase from FY2000 to FY2001). 


Expenditures (millions) 
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Subsidized adoption expenditures exceeded the amounts appropriated in the 1999 biennium. Approximately $1.4 million 
was appropriated for each year of the 1999 biennium, and $2.1 million was expended in fiscal 1998. It is projected that 
$2.7 million will be expended in fiscal year 1999. 


Funding 
General fund provides: 


1) Match for federal grants and entitlement programs 

2) Funding for services to abused and neglected children not covered by federal funds 

3) Costs exceeding Title IV-B program limits 

4) Administrative and services costs not supported by state special or federal revenues ; 


State special revenues include: 


1) Property tax revenue from non-assumed counties for administration and benefits match for child welfare 
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administration, and foster care services 

2) Parental contributions, child support payments, and third party payments for foster care services 

3) Income tax check-off revenue for child abuse prevention programs ($35,000 annually) 

4) A portion of the divorce and legal separation filing fee for intervention and treatment services to domestic abuse 
victims 

5) A portion of adoption fees ($30,000 annually) 

6) Nine mills of property tax revenue remitted to the state from state assumed counties (9-mill income is budgeted in the 
Medicaid benefits budget, where it reduces the cost of the general fund match). The 1999 legislature passed several bills 
that will reduce the amount of revenue generated from the 9 mill levy for state assumption welfare by $1.6 million. SB 
260, which reduces the taxes on light vehicles and fleet vehicles, is the only bill affecting the 9 mill levy that appropriates 
funds to offset the reduction in revenue. SB 260 transfers $271,115 for the 2001 biennium from the general fund to the 
state special revenue fund. 


Federal funding sources include: 


1) Temporary Assistance to Needy Families block grant 
2) Title IV-E (foster care) 

3) Food stamps and Medicaid administrative funding 

4) Child abuse prevention and family preservation grants 


Division administrative costs are allocated based on a federally approved cost allocation plan. 


The following table shows the various funding sources of the division for the base year and each year of the 2001 
biennium. In comparison to the base year, the percent of general fund has decreased as state and federal special revenue 
have increased. A portion of the TANF block grant can be transferred to the Social Service Block Grant (Title XX) which 
can be used to prevent or remedy neglect, abuse, or exploitation of children from families with incomes below 200 percent 
of the poverty level. This allowed the legislature to decrease general fund by $5.7 million and transfer $5.7 million in 
TANF block grant funds to serve foster care clients that are eligible for Title XX funds. 
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Table 11 
Child & Family Services Funding Summary 








2001 Biennium 
Percent of Total 


Fiscal 1998 Base 
Actual 


Legislative Action 

Fund Source 2000 2001 

$20,164,064 
55.21% 


$20,194,326 
48.78% 


$22,158,427 
49.30% 


General Fund 
Percent of Total 


State Special Revenue 


County Reimbursement 

Child Abuse & Neglect Prgm 
Third Party Contributions 

Assault Intervention & Treatment 
Adoption Services 

Family Preservation Conference 


Subtotal State Special Revenue 
Percent of Total 


Federal Funds 

TANF Administration 

TANF Benefits 

Access & Visitation Grant 

Family Preservation & Support Services 
Refugee Social Services 

Child Care Development Block Grant 
MT Employment Enhancement 
Children's Justice Grants to States 
IV-B Child Welfare Services - State Grants 
MT Crisis Nursery Project 

CAPS Development - IV-E Foster Care 
IV-E Foster Care & Adoption 

Child Abuse & Neglect Grant 
Domestic Violence 

Child Abuse Challenge 

IV-E Independent Living 

State Adm. Match Grt for Food Stamp 
Social Services Block Grant 

Medical Assistance Program 

Indirect Cost Allocation 


$2,041,126 
35,882 
1,392,354 


$3,472,576 
9.51% 


$5,953 
188,887 
1,756 
399,143 
79,305 
4,487 
142,750 
46,875 
271,396 
297,845 
23,832 
5,808,144 
49,238 
417,762 
132,858 
230,638 
44,269 

0 

0 
4.740.176 


$2,022,460 
34,132 
1,169,405 
148,123 
30,800 
2.500 


$3,407,420 
8.23% 


$305,172 
187,474 
5,000 
393,404 
79,305 

(54) 
142,750 
335,963 

0 
273,802 
12,018 
7,349,094 
110,276 
432,197 
176,000 
359,001 
14,829 
2,850,000 
22,280 
4,749,245 


$2,022,563 
34,132 
1,422,133 
148,123 
30,800 
2.500 


$3,660,251 
8.14% 


$305,136 
187,474 
5,000 
393,404 
79,305 
(53) 
142,750 
335,963 
0 
273,802 
11,955 
8,696,155 
110,276 
432,197 
176,000 
359,001 
16,136 
2,850,000 
22,280 
4,734,169 





18.58% 
0.26% 
1.00% 
0.41% 
0.83% 
0.04% 
6.60% 
0.05% 


Subtotal Federal Funds 


Percent of Total 


‘$12,885,314 
35.28% 


$17,797,756 
42.99% 


$19,130,950 
42.56% 
Total Funds 


$36,521,954 $41,399,502 


$44,949,628 


100.00% 


Annual Rate of Change from Base 13.36% 23.08% 








Over 58 percent of the expenditures in this division are for benefits or grants, up from approximately 54 percent in 1998. 
The table below summarizes the benefits and grants for the base year and fiscal years 2000 and 2001. For the 2001 
biennium, benefits will increase by 32 percent from fiscal year 1998. The majority of the growth is an increase in benefits 
for foster care and subsidized adoptions. Grants show an overall increase of 8 percent from fiscal year 1998 to the 2001 
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biennium due to an increase in grant monies for domestic violence and grants for two new programs: 1) a program to 
support and facilitate noncustodial parents’ access to their children; and 2) grants to provide follow-up services for 
adoptive and foster families after a child has been placed. 


Table 12 
Child and Family Services Division 
Benefits and Grant Expenditures by Service Area 


Fiscal 1998 Base Expenditures Fiscal 2000 Legislative Appropriation Fiscal 2001 Legislative Appropriation 


General Fund State Special Federal TOTAL _ General Fund State Special Federal General Fund State Special Federal 


Foster Care $7,069,173 $2,343,350 $4,372,676 $13,785,198 $8,386,730 $2,781,007 $5,143,276 $16,311,013 $9,895,818 $3,282,169 $6,070,093 $19,248,080 
Subsidized Adoptions 1,092,042 0 1,008,290 2,100,332 1,422,042 0 ‘1,642,909 3,064,951 1,951,159 0 ‘1,801,518 3,752,677 
Big Brothers & Sisters 181,498 0 181,498 184,220 0 0 184,220 186,984 0 0 186,984 
In Home & Family Support Serv 191,466 74,255 265,721 191,466 0 74,255 265,721 191,466 0 74,255 265,721 
Other Benefits Q 69.377 69.377 i) Q 69.377 69.377 Q Q 69,377 69.377 


TOTAL BENEFITS $8,534,179 $2,343,350 $5,524,598 $16,402,126 $10,184,458 $2,781,007 $6,929,817 $19,895,282 $12,225,427 $3,282,169 $8,015,242 $23,522,839 


GRANTS 
Domestic Violence $142,924 $412,197 $555,121 $142,924 $412,197 $703,244 $142,924 ; $703,244 
Adopt & Foster Family Supp 0 0 0 40,000 15,000 55,000 40,000 i 55,000 
Refugee 0 79,305 79,305 0 79,305 0 Ll 79,305 
Child Abuse and Neglect 0 35,882 35,882 0 _ 34,132 ss 0 a 34,132 
In Home & Family Support Serv 1,595,432 618,745 2,214,177 1,595,432 618,745 214, 1,595,432 4 2,214,177 
Visitation Non-Custodial Parent 0 0 0 0 100,000 y 0 ‘ 100,000 
Other Grants 18,816 434,698 453,514 18,816 402.278 18.816 421,094 


TOTAL GRANTS $1,757,172 $1,580,827 $3,337,999 $1,797,172 $148,123 $1,661,657 $3,606,952 $1,797,172 $1,661,657 $3,606,952 
=— — =—=— = =— —_— SoSeeese need ——— wee =———— 


Expenditures on this table differ from division main table due to adjustments in this table to reflect benefits and grants in proper categories. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 


Personal Services 316,577 229,361 
Inflation/Deflation 21,606 18,769 
Fixed Costs : (26,546) (23,938) 


Total Statewide Adjustments $311,637 $224,192 


Present Law Adjustments 


Foster Care Caseload Increase , 407,563 227,053 , 671,919 646,919 
Field Services Costs : 200,000 365,846 : 200,000 369,762 
Kellogg Funding Adjustment i 0 (306,833) , 0 (306,827) 
Training and Administration : 55,000 171,715 4 60,000 177,917 
Adoption Fees, HB 163 ; 0 30,000 : 0 30,000 
Subsidized Adoption Caseload Incr 5 330,000 964,619 4 630,000 1,652,345 
Rate Reduction 5 (1,857) (25353) : (1,846) (2,339) 


Total PL Adjustments : $990,706 $1,450,047 : $1,560,073 $2,567,777 


Present Law Adjustments Total $1,761,684 $2,791,969 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP _1 - Foster Care Caseload Increase - The legislature approved $873,972 total funds, including an increase of 
$1,079,482 general fund and decrease of $205,510 other funds, for the biennium. The foster care caseloads were adjusted 
from the executive to reflect new caseload numbers and costs. Reductions from the executive totaled $810,197 for the 
biennium. 
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Foster care caseloads are based on actual caseload numbers and average costs with a 1 percent annual caseload increase 
and a 2.5 percent annual cost increase. 


DP 9 - Field Services Costs - The legislature approved $735,608, which includes $400,000 general fund, for the biennium 
for child protective services. Funds are primarily for increased administrative costs that include the following: 


1) overtime and benefits for overtime pay; 

2) replacement of existing vehicles with leased vehicles for social workers; 

3) increased rental costs for state-owned buildings and regional offices and costs for relocating offices; and 
4) tribal contracts. 


DP _11 - Kellogg Funding Adjustment - The Kellogg Grant will not continue in the 2001 biennium. Therefore, this 


adjustment removes $613,660 federal funds. Continuation of the 5 permanency specialists provided under the Kellogg | 


Grant and the federal IV-E matching funds were approved in new proposal number 1. 


DP 19 - Training and Administration - The legislature approved a $349,632 biennial increase ($115,000 general fund) for 
foster and adoptive parent training and for rent, equipment, and program administration. Increased costs include: 


1) contract services for three foster parent training programs: PRIDE, a cultural exchange program, and a mentor 
program; and for foster parent retention, recruitment and maintenance; 

2) travel and related costs for administering contracts with the tribes, reviewing activities for child welfare programs, and 
monitoring contracts; 

3) equipment replacement costs; 

4) increased rental costs; and 

5) finance costs to purchase and install room dividers in the central office. 


Federal funding sources include Title IV-E and TANF funds. General fund is based on federal matching requirements. 


DP 24 - Adoption Fees, HB 163 - The legislature approved $60,000 state special revenue for the biennium for contracted 
services to maintain the putative father registry. State special revenues represent adoption fees. The 1997 legislature 
passed legislation establishing a putative father registry, which provides notice of termination of parental rights to putative 
fathers. 


DP _ 25 - Subsidized Adoption Caseload Increase - The legislature approved adding $2,616,964 total funds for the 
biennium, including $960,000 general fund, for subsidized adoption caseload increases and the cost of health insurance 
for foster children placed with adoptive families. Insurance is required by the Adoption and Safe Families Act passed by 
Congress in 1997 (Safe Families Act). The request includes funds to provide an annual $2,600 health insurance subsidy 
paid from general fund for 10 children in fiscal 2000 and 20 children in fiscal 2001. 


Subsidized adoption caseloads have been growing at an average rate of 20 percent per year since 1994. Subsidized 
adoption benefits increased from $1.4 million supporting 449 children in fiscal 1996 to a projected $2.1 million 
supporting 666 children in fiscal 1998. The department. states that the number of children in subsidized adoption is 
expected to increase to 961 in fiscal 2000 and 1,153 in fiscal 2001. Total costs are expected to rise to $3.4 million in 
fiscal 2000 and $4.2 million in fiscal 2001, at an average cost of $3,600 per child. 


Federal funds and general fund are used for Title IV-E eligible children and services. General funds pay for all other 
costs. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 
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New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description BIE Fund Funds FTE Fund Funds 


Permanency Planning Specialists 194,714 266,732 : 198,869 272,423 
Child Protective Services Social Wo 133,570 188,395 : 132,336 184,034 
Adoptive and Foster Family Supp Sve 40,000 55,000 : 40,000 55,000 
Access/Visitation: Non-Custodial Pa ‘ 0 100,000 : 0 100,000 
Vehicle Lease - Protective Service : 30,963 40,296 F 29,285 38,112 
Foster Care Provider Rate Increase : 98,961 170,375 ; 204,926 352,359 
Workload Issues - LAD Audit j 61,976 88,160 d 61,594 87,616 
Direct Care Worker Wage Increase : 1,321,056 2,276,975 : 2,679,389 4,620,643 
Enhanced TANF Support : (2,850,000) 0 ! (2,850,000) 0 
Eliminate Funding for 1 Vacant FTE : (7,358) (12,706) t (7,316) (12,633) 
SB 258 - Revise Domestic Abuse Laws 0 148,123 ; 0 148,123 


Remove 6 OTO FTE (102,534) (177,052) (101,839) (175,851) 
HB 180 - Guardianship for Youth (16,051) (28,434) (19,261) (34,121) 





Total New Proposals : ($1,094,703) $3,115,864 é $367,983 $5,635,705 


New Proposals 

DP._1 - Permanency Planning Specialists - The executive request included 6.0 FTE that were one-time-only permanency 
planning specialists in the base budget. The legislature approved 5.0 of the 6.0 FTE permanency planning specialists. 
The total cost is $539,155, including $393,583 general fund, to continue 5.0 FTE into the 2001 biennium. FTE are 
requested as a new proposal because legislators wanted to review the progress the department made in finding permanent 
homes for abused/neglected children who had been removed from and could not return to their families. Funding for a 
photo-listing book, which is called the Treasure Book, is included in this new proposal because it was also classified as 
one-time-only. 


DP._3 - Child Protective Services Social Workers - Increased funding was approved to hire 3.0 FTE social workers for 
local communities at a cost of $372,429 total funds including $265,906 general fund over the biennium. The department 
listed several factors impacting social workers' workloads: 


1) Montana counties' population growth since 1990 has increased or seen only slight decreases. Sixteen counties have 
experienced population growth greater than 12 percent since 1990. 

2) Increasing reports of abuse and neglect -- all reports must be investigated, and if substantiated, followed up with the 
family or court. 

3) Cases involving drug use/abuse are increasing. Gallatin County reports that approximately 50 percent of new cases are 
drug-related; in Yellowstone and Cascade Counties, 70 percent of new cases are reportedly related to drug and/or alcohol 
abuse. 

4) In the best interest of the child, workers attempt to place endangered children with other family members. Non-paid 
kinship placements save general fund expense but result in increased staff time to arrange visitations, transport clients to 
therapy appointments, supervise visitations, etc. 

5) New federal laws regarding permanency for children require completion of social studies on children and families, 
identifying families willing to provide permanent homes, preparation for the placements, and efforts to ease the transition. 
6) Assessment and family conferencing show promise of keeping children out of the foster care system. Currently two 
regions use this tool that emphasized working with the community-wide child welfare system, which includes families, 


_ private agencies, other public agencies, schools, law enforcement and volunteers. Family and department reactions have 


been positive. 


DP 4 - Adoptive and Foster Family Support Service - The legislature approved $110,000 total funds, including $80,000 
general fund over the biennium, to be distributed to local regional offices. Funds would be used for follow-up services for 


adoptive and foster families after a child has been placed. 
Supporting adoptive and foster families is part of the duties of Family Resource Specialists. The funds would be used to 


allow these staff to provide more support services. Funding was also approved in present law adjustment number 19 for 
contract services for training programs and recruitment and retention activities previously handled by the Family Resource 
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Specialists. 


Funds approved in this new proposal are categorized under grants to local offices. Regional offices would contract for : 
services such as assistance in obtaining services from mental health managed care, information related to the child's past | 
medical, psychological or other treatments, and identifying training and resource materials for families. 


DP. 5 - Access/Visitation: Non-Custodial Parent - The legislature approved $200,000 federal authority for the biennium to | 
establish and administer a program to support and facilitate noncustodial parents’ access to their children through such | 
services as mediation, counseling, education, development of parenting plans, visitation enforcement, and development of | 
guidelines for visitation and alternative custody arrangements. This federal grant requires a 10 percent match to be 
provided with existing program funds. The legislature included language for the department to: 1) coordinate 
participation in this program with the Child Support Enforcement Division; and 2) prevent general fund from subsidizing 
this program if federal funds are reduced. 


DP_10 - Vehicle Lease - Protective Service - The legislature approved $78,408 total funds for the biennium ($60,248 
general fund) for 12 new leased vehicles for social workers. 


DP 12 - Foster Care Provider Rate Increase - The legislature approved $303,887 general fund and $522,734 total funds 
over the biennium for a 1 percent foster care provider rate increase. Currently, family foster care providers are re1mbursed 
$11.52 per day for children age 12 and under, $14.52 per day for children 13 to 18. A 1 percent rate increase represents 
12 cents and 15 cents per day. Facility providers are reimbursed based upon the model rate matrix established in 1989 
and would also be given a 1 percent increase. 


DP 13 - Workload Issues - LAD Audit - The legislature approved $175,776 total funds, including $123,570 general fund, 
for the biennium to hire 2.0 FTE to address issues identified in legislative audit findings. Foster care funding source 
errors in the Child and Adult Protective Services (CAPS) foster care system and the need to ensure that the proper state 
and federal funding sources are charged for foster care costs were written up as needing correction. The department 
determined that lack of staff was one potential reason the problem occurred. 


DP_14 - Direct Care Worker Wage Increase - The legislature approved $4,000,445 general fund and $6,897,618 total 
funds for the biennium for a direct care workers' wage increase of $0.25 per hour in fiscal 2000 and an additional $0.25 
per hour in fiscal 2001, and an increase in family foster care of $0.50 per day. 


DP _15 - Enhanced TANF Support - The legislature approved the transfer of TANF block grant funds to Title XX for 
foster care. General fund of $5.7 million for the biennium will be replaced by federal funds. Title XX funds may be used 
to prevent or remedy neglect, abuse, or exploitation of children from families with incomes below 200 percent of poverty 
level. The department estimated that approximately 75 percent of foster care clients served are eligible for Title XX 
funds. This request does not increase funding for foster care. 


DP 20 - Eliminate Funding for 1 Vacant FTE - The legislature eliminated funding for a position that had been vacant for | 
at least 10 months. The position was a 0.5 FTE that resulted in a reduction of $25,339 total funds, including $14,674 | 
general fund, for the biennium. 


DP 21 - SB 258 - Revise Domestic Abuse Laws - The legislature appropriated $296,246 in state special revenue for the 
biennium to fund a partner and family member assault intervention and treatment program. The revenue comes from 
divorce and separation filing fees. 


DP 22 - Remove 6 OTO FTE - Six one-time-only FTE were inadvertently left in the base budget and were included in a 
new proposal, thereby double-funding the positions. The legislature removed $352,903 total funds for the biennium, 
including $204,373 general fund, for the six FTE that were not removed from the base. The legislature approved five of 
the six FTE in the new proposal. 
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- HB 180 - Guardianship for Youth - The department projects that 120 youth will enter subsidized guardianship 
placements in the 2001 biennium. Because this level of care is less expensive than foster care, the legislature reduced 
total funds by $62,555 for the biennium, including $35,312 general fund. 


Language 

"The department may not use general fund money to support a program developed to facilitate noncustodial parents' 
access to their children. It is the intent of the legislature that the Child and Family Services Division coordinate 
participation in this program with the Child Support Enforcement Division." 


"The legislature approved funding for 2.0 new FTE in item 2 [Child and Family Services Division]. These 2.0 FTE may 
not be transferred to any other division." 


"Item 2 [Child and Family Services Division] includes a reduction of $16,051 in general fund money in fiscal year 2000, a 
reduction of $3,159 in state special revenue funds in fiscal year 2000, a reduction of $9,224 in federal special revenue 
funds in fiscal year 2000, a reduction of $19,261 in general fund money in fiscal year 2001, a reduction of $3,791 in state 
special revenue funds in fiscal year 2001, and a reduction of $11,069 in federal special revenue funds in fiscal year 2001. 
These reductions are contingent upon the passage and approval of HB 180." 


"Item 2 [Child and Family Services Division] has been reduced by $352,903 total funds in the 2001 biennium, including 
$204,373 in general fund money, to reflect a reduction in the personal services budget of this division. It is the intent of 
the legislature that position number 92303 be eliminated from the department as 5 of the 6 FTE in position 92303 are also 
funded under position number 99972501." 


"Item 2.c. [SB 258 - Revise Domestic Abuse Laws] is contingent upon the passage and approval of SB 258." 


"The department shall work with the Supreme Court to develop joint rules, regulations, and procedures for the foster care 
review process." 
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Program Proposed Budget 


Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


FTE 29.50 .00 2.00 31.50 00 2.00 31.50 


Personal Services 1,142,281 82,342 34,354 1,258,977 74,686 35,637 1,252,604 
Operating Expenses 809,332 113,723 69,000 992,055 120,323 66,500 996,155 
Equipment 0 0 0 0 0 0 0 
Debt Service 7,489 14,333 4,000 25,822 17,094 1,500 26,083 


Total Costs $1,959,102 $210,398 $107,354 $2,276,854 $212,103 $103,637 $2,274,842 
General Fund 610,492 14,517 On 625,009 133595 0 624,047 
State/Other Special 792,618 113,591 90,623 996,832 117,510 87,966 998,094 
Federal Special 555,992 82,290 16,731 655,013 81,038 15,671 652,701 


Total Funds $1,959,102 $210,398 $107,354 $2,276,854 $212,103 $103,637 | $2,274,842 





Program Description 

The Director's Office provides overall policy development for the department and coordinates the Telephone Devices for 
the Deaf program. Included in the Director's Office are legal affairs, personnel services, public information, and state and 
local relations. The Board of Health and Human Services Appeals, the Public Health and Human Services Statewide 
Advisory Council, and the Montana Health Care Advisory Council are administratively attached. 


Funding 
Funding consists of 27 percent general fund, 44 percent state special revenue, and 29 percent federal funds. Funding is 
allocated by ratios associated with work activities under a federally approved, department-wide cost allocation plan. 


State special revenue funds are derived through Interagency Coordinating Council funding transfers, the department cost 
allocation plan, and the Montana Telephone Assistance Program (MTAP) tax -- a 10 cent per month assessment on every 
telephone line in the state. MTAP taxes are collected by telecommunications services providers. The tax provides 100 
percent of the funding for the Telephone Devices for the Deaf program. 


Federal funds are a portion of federal grants received by the department, which pay Director's Office administrative costs. 
General fund pays remaining division costs. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FILE Fund Funds PIE Fund Funds 


Statewide Present Law 
Personal Services 82,342 
Inflation/Deflation 2,957 
Fixed Costs 11,147 
Total Statewide Adjustments $96,446 
Present Law Adjustments 
Director's Office Replacement Equip } 4,028 9,283 : 5,227, 
Legal Services Increase ; 2,135 3,500 : 2,135 3,500 
MTAP Services Increase : 0 103,035 : 0 107,766 
Rate Reduction : (824) (1,866) : (823) (1,865) 


Total PL Adjustments : $5,339 $113,952 : $6,539 $121,445 


Present Law Adjustments Total $210,398 $212,103 





Present Law Adjustments 
The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
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the table correspond to the narrative descriptions. 


DP 2 - Director's Office Replacement Equipment - The legislature approved $21,327 for the biennium, including $9,255 
general fund, for three-year debt purchases of personal computers. Nine computers will be leased in fiscal 2000 and 


eleven in fiscal 2001. 


DP 3 - Legal Services Increase - The legislature approved $7,000 for the biennium, including $4,270 general fund, for 
increased printing costs. Printing costs are for copies of the Administrative Register of Montana for recommitment, 
patient rights and confidentiality, and civil proceedings. 


DP 4 - MTAP Services Increase - The legislature approved increased spending authority of $210,801 state special revenue 
for the biennium for the Montana Telephone Assistance Program. Funds requested will continue rental contracts for 
telephone devices for the deaf (TDD) and amplified handset expenses. Other expenditures include finance payments for 
new personal computers and program advertising. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


Re-establish OTO Legal Counsel FTE 17,126 
Additional FTE for Office Admin 24,478 
Expanded Equip Install & Training : 65,750 


Total New Proposals ; $107,354 





New Proposals 

DP_1 - Re-establish OTO Legal Counsel FTE - The 1997 legislature approved a one-time-only 1.0 FTE legal counsel to 
represent the State of Montana in re-commitment proceedings of patients at the Montana State Hospital in Warm Springs 
and the Mental Health Nursing Care Center (MHNCC) in Lewistown. The 1999 legislature appropriated $33,167 state 
and federal special revenue for the biennium to establish this FTE as a permanent 1.0 FTE legal counsel for ongoing legal 
services. The $51,876 in general fund money associated with this request in the Executive Budget was not approved. 


In addition to providing services for the state hospital case, the FTE would provide representation in civil proceedings to 
collect overpayments from Medicaid providers, collection actions involving current or past patients at state institutions, 
and general advice on contract issues, requests for bids, administrative rules, and employee grievance disputes associated 
with the many state institutions and facilities administered by the department. 


DP 2 - Additional FTE for Office Administration - The legislature approved adding 1.0 FTE for the Montana Telephone 
Assistance Program office. Biennial costs are $46,324. The department states that current requests for TDD equipment 
have risen 20 percent per year. This position would process applications for TDD and hearing-impaired equipment. 


DP_3 - Expanded Equipment Installation & Training - The legislature approved this new proposal for an increase of 


$131,500 in state special revenue authority for the biennium. Funds would pay for contract services for one contract 
employee to be located at the Montana Center on Deafness in Great Falls to install and maintain equipment, provide user 
training, and expand awareness of the program. The contract would augment services provided by 1.0 FTE based in 
Helena. 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment ~ Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


RTE 185.75 7.00 (3.00) 189.75 7.00 (3.00) 189.75 


Personal Services 5,921,854 392,913 (82,793) 6,231,974 346,304 (82,236) 6,185,922 
Operating Expenses 2,965,692 (56,362) 0 2,909,330 (77,595) 0 2,888,097 
Equipment 32,705 0 32,705 0 32,705 


0 
Local Assistance 1353299 0 0 3,299 0 3,299 
0 


Debt Service 341 0 341 0 341 

Total Costs $8,923,891 $336,551 ($82,793) $9,177,649 $268,709 ($82,236) $9,110,364 
General Fund 0 0 655,367 655,367 0 667,379 667,379 
State/Other Special 3,004,681 27,990 (683,085) 2,349,586 (8,190) (694,911) 2,301,580 
Federal Special 5,919,210 308,561 (55,075) 6,172,696 276,899 (54,704) 6,141,405 


Total Funds $8,923,891 $336,551 ($82,793) $9,177,649 $268,709 ($82,236) $9,110,364 





Program Description 

The purpose of the Child Support Enforcement Division (CSED) is to pursue and obtain financial and medical support for 
children by establishing, enforcing, and collecting financial support owed by obligated parents. Program staff locates 
absent parents, identifies assets, establishes paternity, and ensures obligated parents maintain medical health insurance 
coverage for their dependent children. Child support payments are collected for families receiving public assistance, 
Families Achieving Independence in Montana (FAIM), and those not on assistance. Services are available to any 
applicant regardless of income level. 


Program Narrative 
Prior to welfare reform, state special revenues represented 34 percent of the total CSED funding. State special revenues 
were comprised of: 


1) retention of the state’s Medicaid matching rate (FMAP) percent of the child support collections for clients who 
receive assistance from the FAIM program; 

2) federal incentive payments equaling 6 percent of collections for FAIM clients; 

3) federal incentive payments for clients not receiving FAIM; and 

4) the state’s share (FMAP) of service fees implemented in July 1998, after welfare reform started. 


In the 2001 biennium, state special revenue will drop to 26 percent of total funds. This reduction is due to the following 
factors: 1) beginning in fiscal 2000 there is a change in the distribution of collections that requires families who have left 
public assistance to receive any arrears before reimbursing the state for assistance benefits. Formerly, the state was 
allowed to reimburse public assistance arrears before non-assistance arrears were paid to the family; 2) the number of 
families receiving public assistance has been reduced substantially due to welfare reform. A one-time general fund 
subsidy of $496,746 was appropriated to offset this loss of state special revenue; and 3) the legislature passed HB 127, 
which revised child support laws to improve services and eliminated the ability of the department to charge non-FAIM 
recipients who receive CSED services a handling fee. Federal statute requires that CSED provide services to all persons 
who request it, regardless of income. The division had been charging a fee in the 1999 biennium for these services. 
Revenue from this handling fee was projected to be $826,000 for the biennium. A one-time appropriation of $826,000 
general fund was also appropriated to subsidize this loss. If general fund had not been appropriated to make up these 
shortfalls in state special revenue, the division also would have lost approximately $2.6 million in federal match. The 
legislature appropriated general fund money as one-time-only so it can evaluate how the new federal incentive program, 
which begins in fiscal year 2000, will impact funding. 


Funding 

The Child Support Enforcement Division is funded with 7 percent general fund, 26 percent state special revenues, and 67 
percent federal funds. The base budget did not include any general fund. However, the 1999 legislature appropriated 
general fund of $1.3 million in the 2001 biennium due to an anticipated shortfall in state special revenue from child 


PUBLIC HEALTH & HUMAN SERVICES B-42 CHILD SUPPORT ENFORCEMENT 











PUBLIC HEALTH & HUMAN SERVICES 5-CHILD SUPPORT ENFORCEMENT 


support collections and the legislature prohibiting the collection of handling fees charged for enforcing child support 
collected from clients not on FAIM. 


State special revenues are generated through the following four avenues: 


1) program retention of the state Federal Medical Assistance Percentage (FMAP) of the child support collections for 
clients who receive assistance from the FAIM program (state FMAP for 1999 is 28.56 percent); 


2) federal incentive payments equaling 6 percent of collections for FAIM clients; and 


3) federal incentive payments equaling 6.9 percent of collections for clients not receiving FAIM limited to 115 percent of 
the incentive received for collections for FAIM clients. 


Incentives are earned based on a benefit-cost ratio of collections to costs. Beginning in fiscal 2000, a new federal 
incentive program will be phased-in based on performance measures in five areas. Montana's performance has been 
positive, which may result in increased incentives. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 
Present Law Adjustments 
Funding for 7 Modified Positions 
Contract Adjustments 
Vehicle Lease Request 
Rate Reduction 

Total PL Adjustments 


Present Law Adjustments Total 


392,913 
20,416 
45,112 


$458,441 


0 
(130,000) 
17,154 
(9,044) 


($121,890) 


$336,551 


($143,234) 


$268,709 








Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP 2 - Funding for 7 Modified Positions - The legislature approved 7.0 FTE to be funded with TANF funds. The 1997 
legislature designated 13.0 FTE as one-time-only because the impacts of the new welfare reform program were unclear. 
The 1999 legislature funded 7 of the 13 positions. 


The 7.0 approved FTE are liaisons with the Child and Family Services Division to ensure compliance with FAIM. The 
funding for these positions is in the Human and Community Services new proposal 16. 


DP _4 - Contract Adjustments - The total cost of the division's contract services for the System for Enforcement and 
Recovery of Child Support (SEARCHS) programming will be budgeted in Program 09, the Operations and Technology 
Division. The legislature approved a reduction in contract services in the Child Support Enforcement Division by 
$300,000 federal funds for the biennium. 


The legislature also approved increases in contract services of $20,000 in fiscal 2000 to upgrade the Interactive Voice 
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Response system in the Customer Service Unit. New services would enable customers to call and receive information on 
all child support programs, rather than just current payment information. This upgrade is expected to reduce the 20,000 
monthly calls handled by customer service representatives and prevent additional contract costs due to increased call 
volume. ; 


DP._5 - Vehicle Lease Request - The legislature approved vehicle leases of $47,544 for the biennium for five vehicles and 
decreases in maintenance, repair, and gas costs of $14,580 - a $32,964 net increase funded with 34 percent state special 
revenue and 66 percent federal funds. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FIE Fund Funds 


General Fund Subsidy .00 655,367 0 667,379 


0 
20 Eliminate Funding for 3 Vacant FTE (3.00) 0 (82,793) 0 (82,236) 





Total New Proposals (3.00) $655,367 ($82,793) $667,379 ($82,236) 


New Proposals 

DP_1 - General Fund Subsidy - The legislature approved $1.3 million in general fund for the biennium as a one-time-only 
appropriation to: 1) offset an anticipated shortfall in state special revenue from child support collections; and 2) replace 
state special revenue derived from handling fees charged for enforcing child support collected from clients not on FAIM. 
This handling fee was approved by the 1997 legislature because of anticipated shortfalls in the 1999 biennium and 
because the collection services were being provided free of charge. The fee was to be implemented if existing funding 
was insufficient to fund appropriations. The 1999 legislature removed the provision in law that allowed the division to 
charge this fee and appropriated general fund to replace the shortfall that would occur from this loss of state special 
revenue. 


DP 20 - Eliminate Funding for 3 Vacant FTE - The legislature eliminated funding for 3.0 FTE that had been vacant for at 
least 10 months. This resulted in a reduction of $165,029 total funds for the biennium. 


Language 
Item 4 [Child Support Enforcement Division] includes general fund money of $655,367 in fiscal year 2000 and $667,379 


in fiscal year 2001 to replace a shortfall in state special revenue from child support collections. This appropriation is one- 
time only. 


"Beginning July 1, 1999, and every 6 months thereafter, the Child Support Enforcement Division shall make a report 
available on the internet through the department's Virtual Pavilion on its progress in collecting child support on tribal 


reservations." . 


“The Child Support Enforcement Division (CSED) may not charge the handling fee provided for under 40-5-210(3).” 
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Program Proposed Budget 


FTE 


Personal Services 


Total Costs 


General Fund 


State/Other Special 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


133.47 


5,214,649 
10,430,149 
237,532 
6,510,191 
183,174,481 
796 


$205,567,798 
44,225,101 
9,584,638 
151,758,059 


$205,567,798 


PL Base 
Adjustment 
Fiscal 2000 


.00 


176,517 
391,296 

0 

0 
9,674,769 
0 


$10,242,582 
(1,984,566) 
608,084 
11,619,064 


$10,242,582 


New 
Proposals 
Fiscal 2000 


13.00 


462,204 
4,520,214 
39,795 
3,027,040 
15,799,320 
0 


$23,848,573 
4,107,497 

0 
19,741,076 


$23,848,573 
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Total PL Base New 
Leg. Budget Adjustment Proposals 
Fiscal 2000 Fiscal 2001 Fiscal 2001 


146.47 .00 13.00 


5,853,370 137,346 459,022 
15,341,659 400,253 4,488,659 
207,327 0 2,914 
937.251 0 2,924,980 
208,648,570 17,814,022 16,606,965 
796 0 0 
$239,658,953 $18,351,621 $24,482,540 
46,348,032 
10,192,722 
183,118,199 


(1,031,087) 4,263,113 
307,102 0 
19,075,606 20,219,427 





$239,658,953 $18,351,621 $24,482,540 


Total Total 
Leg. Budget Leg. Budget 
Fiscal 2001 Fiscal 00-01 


146.47 


5,811,017 
15,319,061 
240,446 
9,435,171 
217,595,468 
796 
$248,401,959 
47,457,127 


9,891,740 


191,053,092 374,171,291 


$248,401,959 $488,060,912 








Program Description 

The division is responsible for the development and implementation of health programs that improve the health and safety 
of Montanans. The division provides or contracts for a wide range of services that include primary and acute care 
Medicaid services and public health services. 


Statutory References: Medicaid is authorized under Title 53, Chapter 6, MCA, and Title XIX of the Social Security Act; 
public health services, Title 50, MCA. 


Program Narrative 

The Health Policy and Services Division (HPSD) 2001 biennium budget is $76.9 million higher than the fiscal 1998 base 
budget. Present law adjustments add $28.6 million total funds, including a reduction of $3 million general fund, and new 
proposals add $48.3 million, including $8.4 million general fund. 


The general fund increase in new proposals and present law adjustments is $13.0 million, compared to a total general fund 
increase of $5.4 million listed in the division budget summary table. The general fund increase in the division summary 
table is less than new proposals and present law adjustments because the executive included the change in the federal 
matching rate for Medicaid benefits as a funding adjustment in the present law base budget. The federal matching rate 
rises about 2 percent from fiscal 1998 to fiscal 2000 and an estimated 2.7 percent from fiscal 1998 to fiscal 2001. General 
fund savings due to the increased federal matching rate are about $8.7 million over the biennium for the division budget. 


The division budget summary table reflects only appropriations from HB 2 and does not include $8 million general fund 
appropriated in SB81 to fund the state match for the CHIP (Children’s Health Insurance Program) and the expansion in 
Medicaid cases due to CHIP outreach. Therefore, the total department appropriation will be $4 million general fund per 
year higher than the amounts shown in the summary table. 


The most significant changes in the legislative appropriation are: 


e Medicaid caseload and cost increases of $38.4 million, including a net reduction of $2.1 million general fund due to 
the increase in the federal matching rate; 

e $23.5 million in federal matching funds and 4.0 FTE to administer the Children’s Health Insurance Program 
authorized by SB 81, which appropriates $8 million general fund matching funds; 

e expanded tobacco prevention and control that adds 5.0 FTE and $8 million total funds, including $7.0 million general 
fund over the biennium; 

e 11 new or increased federal grants that add $6 million and 2.0 FTE; 

e arebase of hospital reimbursement formulas that adds $2.7 million, including $0.7 million general fund; 

e a1 percent provider rate increase for non-hospital services for $1.8 million, including $0.5 million general fund; and 
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e 2.0 FTE to manage programs expected to reduce Medicaid expenditures by $750,000, including about $123,000 
general fund. 


Table 13 shows the 2001 biennium appropriation compared to fiscal 1998 actual expenditures. The 2001 biennium 
budget increases about 6.5 percent annually above the fiscal 1998 base budget. General fund declines as a percent of the 
total budget, from 21.5 percent in fiscal 1998 to 19.1 percent in fiscal 2001. The reduction is due to the increase in the 
federal Medicaid benefit matching rate and the appropriation of the federal matching funds for CHIP in HB 2. The 
general fund match for CHIP ($8 million general fund over the biennium) is appropriated in SB 81, which specifies that 
the general fund supporting CHIP and tobacco cessation activities is supported by tobacco settlement funds received by 
the state and deposited to the general fund. 


Table 13 
Fiscal 1998 Base Budget Compared to 2001 Biennium Appropriation 


Fiscal 1998 Fiscal 2000 : Fiscal 2001 Percent 
Function General Fund SSR Federal Total General Fund SSR Federal Total General Fund SSR Federal Total of Total 


Division Administration $158,599 $105 $573,492 $732,199 $189,970 $6,510 $1,351,701 $1,548,181 $189,388 $6,490 $1,350,345 $1,546,223 0.62% 
Medicaid Program* 41,740,939 7,804,095 130,422,725 179,967,759} 40,285,724 8,383,582 158,047,769 206,717,075 | 41,398,869 8,084,487 166,111,435 215,594,791 86.79% 
Health Systems 474,244 33,361 2,422,285 2,929,890 3,959,555 34,221 3,724,038 7,717,814 3,958,350 34,137 3,710,179 7,702,666 3.10% 
Family & Community Health 1,255,332 0 15,584,637 16,839,969 1,288,248 0 16,760,973 18,049,221 1,288,137 0 16,653,814 17,941,951 7.22% 
Communicable Disease Prev. 595.987 4,747,077 2.754.920 5.626.662 622,383 1,766,626 3.227.320 5.616.329 2.26% 


Total $44.225.101 $9,584,638 $151,758,059 $239.658.953 | $47,457,127 $9,891,740 $191,053,003 $248.401,960 100.00% 
Percent of Total 21.51% 4.66% 73.82% 19.34% 4.25% 76.41% 100.00% 19.10% 3.98% 76.91% 100.00% 


Compounded Annual Rate of Change From Fiscal 1998 Base 2.37% 3.12% 9.85% 7.97% 2.38% 1.06% 7.98% 6.51% 


“The federal appropriations for the Children's Health Insurance Program and health services for low-income children are included in the Medicaid Program in this summary. The $ 8 million general fund match 
for CHIP and Medicaid caseload growth due to CHIP outreach is appropriated in SB 81 and is not included in this table. If the SB 81 general fund appropriation were included in this table, it would raise the 
total division general fund and total funds appropriations by about $4 million per year and the total general fund share would rise to about 20.7 percent in fiscal 2000 and 20.4 percent in fiscal 2001. 





The state special revenue appropriation declines between fiscal 2000 and fiscal 2001 because the legislature appropriated 
the ending fund balance in the 9-mill levy state special revenue account ($495,945 in fiscal 2000). Funds in the account 
are from state assumed counties that levy and remit 9 mills of property tax revenue to the state in exchange for the state 
assuming administration and financial responsibility for public assistance and foster care services. The 9-mill income is 
levied for the cost of administrative and benefit services in the Human and Community Services and Child and Family 
Services Divisions, but budgeted in the Medicaid program due to historic precedence. 


As noted in the agency summary discussion, the department was appropriated $1.5 million more in 9-mill levy state 
special revenue authority than is expected to be received from state assumed counties. The appropriation is based on mill 


values in fiscal 1998 and was not adjusted for changes in several bills affecting personal property taxation, most notably 
SB 184. 


Federal revenues increase as a percent of total budgeting from 74 percent in fiscal 1998 to 77 percent in fiscal 2001. The 


increase is due primarily to the increase in the federal matching rate for Medicaid benefits and also due to the federal 
CHIP appropriation. 


The Medicaid program is the largest component of the division budget, accounting for 87 percent of the total and general 
fund appropriations in fiscal 2001. Family and community health, the next largest component with 7 percent of the fiscal 
2001 appropriation, is primarily federally funded, including three large grants - Women, Infants and Children, the 
Maternal and Child Health Block Grant, and the Preventive Health Block Grant. 
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Table 14 shows the base budget and 2001 biennium appropriation for each administrative component, grant and benefit 
administered by the division. Administrative costs grow slightly from 7.7 percent of the total base budget to 8.6 percent 
of the total fiscal 2001 appropriation. General fund administrative costs increase at a higher rate, rising from 8.4 percent 
of the general fund base budget expenditures to 11.9 percent of the fiscal 2001 appropriation, largely because of the $1.8 
million general fund appropriation to support tobacco control and cessation activities. 


Table 14 
Fiscal 1998 Expenditures Compared to 2001 Biennium Legislative Appropriation by Major Function 
Health Policy and Services Division 


Fiscal 1998 Base Fiscal 2000 Fiscal 2001 Percent 
Function General Fund SSR Federal Funds Total Funds |General Fund SSR Federal Funds Total Funds | General Fund SSR Federal Funds Total Funds of Total 


ADMINISTRATION 
Division Administration $158,599 $105 $573,492 $732,199 $189,970 $6,510 $1,351,701 $1,548,181 $189,388 $6,490 $1,350,345 $1,546,223 0.62% 
Medicaid Administration 1,787,947 105,916 2,722,094 4,615,957 1,864,183 107,637 2,812,977 4,784,797 1,858,753 107,487 2,806,618 4,772,858 1.92% 
CHIP Administration 0 0 0 0 0 0 1,106,388 1,106,388 | 0 0 1,049,144 1,049,144 0.42% 
Health Systems 474,244 33,361 2,422,285 2,929,890 2,219,131 34,221 3,294,038 5,547,390 2,217,926 34,137 3,280,179 5,532,242 2.23% 
Family & Community Health 716,784 0 2,217,134 2,933,918 749,700 0 2,536,854 3,286,554 749,589 2,531,755 3,281,344 1.32% 
Communicable Disease Prev. 595.987 1,327,767 2.747.411 4,671,165 624.535 1,349,099 3.226.209 5,199,843 622,383 3,219,844 5.189.510 2.09% 


TOTALADMINISTRATION $3,733,561 $1.467.149 $10.82.416 $15,883,129 | $5.647519 $1,497,467 $14,328,167 $21473.153 | $5.638.039 $14,237,852 $21,371,321 8.60% 
Percent of Total Budget 8.44% 7.04% 7.73% 12.19% 14.69% 7.82% 8.96% 11.88% 7.45% 8.60% 


GRANTS 

Tobacco Contro! $0 $0 $0 $1,740,424 $430,000 $2,170,424 $1,740,424 $430,000 $2,170,424 0.87% 
Women, Infants and Children 0 3,218,375 3,218,375 0 4,009,373 4,009,373 0 3,907,313 3,907,313 1.57% 
Family Planning 0 977,641 977,641 0 1,043,259 1,043,259 0 1,043,259 1,043,259 0.42% 
MIAMI 538,548 0 538,548 538,548 0 538,548 538,548 0 538,548 0.22% 
Children's Special Health Srvs 0 543,826 543,826 0 543,826 543,826 0 543,826 543,826 0.22% 
Maternal/Child Health Grant 0 804,982 804,982 0 804,982 804,982 0 804,982 804,982 0.32% 
Preventive Health Grant 

Food/Consumer Safety 0 419,310 0 419,310 419,310 419,310 0.17% 
Sexual Assault Q (0) 2509 2.509 Q 2509 1509 0} 2.509 1509 0.00% 


TOTAL GRANTS $598.548 $419310 $5.552533 gg.510101 | $2278,972 $6,838.49  $9.537.231 | $2.278.972 $6,736,889 $9,435,171 3.80% 
Percent of Total Budget 1.22% 3.66% 3.17% 4.92% 3.73% 3.98% 4.80% 3.53% 3.80% 


BENEFITS 
Medicaid Services 
Primary Care Non-Hospital $18,295,177 $7,698,179 $60,984,346 $86,977,702 |$18,103,919 $8,275,945 $71,750,119 $98,129,983 $19,162,020 $7,977,000 $76,069,328 $103,208,348 41.55% 
Primary Care Hospital 19,252,332 0 45,292,803 64,545,135 17,511,356 0 45,388,631 62,899,987 17,361,383 0 46,420,334 63,781,717 25.68% 
Medicare Buy-In 2,405,483 0 5,655,800 8,061,283 2,706,266 0 7,014,519 9,720,785 2,916,713 0 7,798,620 10,715,333 4.31% 
Indian Health Services 0 0 15,767,682 15,767,682 0 0 19,341,418 19,341,418 0 0 21,275,560 21,275,560 8.56% 
CHIP* 0 0 0 0 0 0 10,633,717 10,633,717 0 0 10,691,831 10,691,831 4.30% 
Women, Infants and Children 0 0 7,822,679 7,822,679 0 0 7,822,679 7,822,679 0 0 7,822,679 7,822,679 3.15% 
Health Services for Low-Inco 0 Q Q Q 100,000 Q 9 100.000 100.000 0) Q 100.000 0.04% 
Children 


TOTAL BENEFITS $39,952,002 $7.698.179 $135.523.310 $183.174.481 |$38.421541 $8,275,945 $161,951.83 $208,648,569 | $39540.116 $7,977,000 $170.078.352 $217.595.468 87.60% 
Percent of Total Budget 90.34% 80.32% 89.30% 89.11% 82.90% 81.19% 88.44% 87.06% 83.32% 80.64% 89.02% 87.60% 





TOTAL BUDGET/APPROP. $44,225,101 $9,584,638 $151,758,059 $205.56 $46,348,032 $10,192,722 $183,118,199 $239,658,953 | $47,457,127 $9,891,740 $191,053,093 $248,401,960 100.00% 
Percent of Total Budget 21.51% 4.66% 73.82% 100.00% 19.34% 4.25% 76.41% 100.00% 19.10% 3.98% 76.91% 100.00% 


Compounded Annual Rate of Increase From Fiscal 1998 Base 2.37% 3.12% 9.85% 7.97% 2.39% -2.95% 4.33% 3.65% 





*This table does not include the $8 million general fund for CHIP match appropriated in SB 81. If it did, the general fund benefits appropriation total would be about $3 million higher each year of the biennium and the 
general fund benefits appropriation would rise to about 84 percent of the total appropriation each year of the biennium. 
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Administration 


Division administration includes staff and resources that provide overall direction, leadership, fiscal, and policy services 
for all programs administered by the division. The $975,000 annual increase includes a $750,000 new proposal to 
continue the Integrated Data for Evaluation and Assessment project (see new proposal 16), annualization of the fiscal 
1999 pay plan, and adjustments for rent and data network services. The cost of division administration is allocated among 
all division programs. 


Medicaid administration funds the staff and resources that administer Medicaid programs. The $170,000 annual increase 
funds 2.0 FTE and contracted services that result in a net reduction in Medicaid benefits costs, statewide adjustments for 
position upgrades, annualization of the 1999 pay plan, and data network services. 


CHIP administration supports the staff and resourcés to administer the CHIP program. Only the federal funding for CHIP 
is shown in Table 14, while the state matching funds are appropriated in SB 81. Federal funds require a state match based 
on a percentage of the match rate for Medicaid benefits. The Montana match requirement for CHIP funding is about 20 
percent. Therefore, total administrative costs for CHIP will be about $300,000 more than listed in Table 14 ($1.4 million 
in fiscal 2000 and $1.3 million in fiscal 2001). Administrative costs are limited to 10 percent of total CHIP expenditures. 
The CHIP appropriation funds 4.0 new FTE. 


The Health Systems Bureau administration includes staff and resources that administer public health programs such as 
emergency medical services, emergency medical technician testing, licensing, and re-certification, tobacco control, and 
diabetes control. The 2001 biennium annual appropriation rises by almost 50 percent from the fiscal 1998 base, largely 
due to the $1.8 million increase in funding for tobacco control. Federal grant increases for diabetes control, emergency 
medical services, a chronic epidemiologist, and funding for medical students to gain experience in rural medicine add 
another $600,000 each year. The appropriation increases fund 7.0 new FTE — 5.0 for tobacco control, 1.0 to manage a 
trauma system development grant, and 1.0 chronic disease epidemiologist. ; 


The Family and Community Health Bureau administers public health programs including the Women, Infants, and 
Children (WIC) program, Family Planning, and the Montana Initiative for the Abatement of Mortality in Infants (MIAMI) 
and perinatal programs, Children’s Special Health Services, and county grants from the Maternal and Child Health Block 
Grant. The appropriation for bureau administration increases about $350,000 annually over the base budget primarily due 
to addition of two federal grants: 1) a $150,000 grant to review fetal, infant, and child deaths in Montana; and 2) an 
abstinence education grant that adds about $120,000 annually. 


The Communicable Disease Prevention Bureau oversees the Public Health Lab, the AIDS prevention and sexually 
transmitted disease prevention and sexual assault programs, and communicable disease and tuberculosis prevention 
programs. The administrative budget rises about $500,000 per year primarily due to two federal grants for AIDS 
prevention ($300,000) and food borne illness surveillance ($127,000). 


Grants 


Grants comprise the smallest share of the total budget (4 percent). The annual appropriation for grants rises about $3 
million from the base budget. The most significant grant increase is the general fund appropriation for tobacco control - 
$1.7 million annually. General fund was added to HB 2 to support tobacco control grants. However, SB 81 stipulates that 
the tobacco control appropriation from the general fund is supported by funds received from the tobacco settlement and 
deposited to the general fund. 


The WIC nutrition program, which provides education and assessment to low-income pregnant women, infants, and 
children, increases about $800,000 annually due to increased federal grant funding. (WIC benefits provide funds for food 
vouchers.) The WIC appropriation increase was inadvertently recorded entirely in the grants expenditure category. 
However, some of the funds will be used to purchase equipment and pay for program operating costs to support additional 
WIC grant funds. Family planning grants to counties and other entities increase about $65,000 due to a federal abstinence 
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education grant. 


All other grants listed in Table 14 remain at the fiscal 1998 base budget level. MIAMI grants to local entities help prevent 
low-birth weight babies and improve pregnancy outcomes. Children’s Special Health Services identifies children from 
birth to age 18, with special health care needs and provides for medical evaluation, treatment, and management of certain 
specified handicapping conditions. The Maternal Child Health Block Grant allocations to local governments funds 
primary and preventive health services for children. 


Benefits 


Benefits appropriations are the most significant division expenditure accounting for 88 percent of the total 2001 biennium 
appropriation. Medicaid funded services are the largest component of benefit expenditures accounting for $199 million of 
the $217.6 million fiscal 2001 appropriation. 


The total appropriation for Medicaid benefits is about $2.6 million general fund higher over the biennium than the amount 
shown in Table 14. SB 81 appropriates the general fund match for expected Medicaid caseload growth due to CHIP 
outreach. 


The largest Medicaid benefit administered by this division — primary care non-hospital services — accounts for 42 percent 
of the total fiscal 2001 division appropriation. Non-hospital services include services such as physicians, dental, and 
prescription drugs. The 2001 biennium appropriation is about $27.4 million higher than the fiscal 1998 base budget, 
while the general fund share increases less than $1 million because of the increase in the federal match rate. A small 
amount of the primary care non-hospital appropriation increase is a 1 percent provider rate increase that adds $1.8 million 
over the biennium. The balance of the increase is due to increased utilization of services and increases in the number of 
elderly and disabled persons eligible for Medicaid services. The number of low-income families with dependent children 
eligible to receive Medicaid is expected to remain nearly the same as the number that were eligible during fiscal year 
1998. 


The non-hospital services provider rate increase will be used to continue implementation of the resource-based relative 
value scale (RBRVS) provider reimbursement system initially implemented during the 1999 biennium. The legislature 
added language to HB 2 directing the department to use the provider rate increase to raise rates paid to those services that 
are paid the lowest percentage of RBRVS reimbursement. (RBRVS is based on Medicare methodology for 
reimbursement of services.) The department is directed to freeze reimbursement at the fiscal 1999 level of reimbursement 
for all other procedure codes previously decreased under the phase in of the RBRVS reimbursement system. 


The primary care hospital services 2001 biennium appropriation is less than the fiscal 1998 base budget by about $2.4 
million total funds. Due to the increase in the federal matching rate, the 2001 biennium appropriation is $3.7 million 
general fund lower than base budget expenditures. Hospital services appropriations decline despite an increase of $2.7 
million to rebase the diagnostic related group (DRG) reimbursement rates. The executive also requested $2.0 million for 
an additional 1 percent provider rate increase for hospitals, but the legislature only approved the DRG increase, which 
exceeds a | percent rate increase. 


The Medicare buy-in pays for Medicare Part B premiums for Medicaid-eligible persons who are 65 years of age or older. 
Medicare (federal funds) then pays for 80 percent of their medical expenses, leaving a liability of only 20 percent for 
Medicaid, which is partially funded with general fund. The 2001 biennial increase is driven largely by the cost of 
Medicaid premium increases that are established by federal regulations. 


Indian health benefits, funded entirely from federal funds, reimburse the Indian Health Service for medical services 


provided to Medicaid-eligible persons on the Flathead, Blackfeet, Rocky Boy, Fort Belknap, Crow, Northern Cheyenne, 
and Fort Peck Indian reservations. The increase in this benefit is attributable to projected cost increases. 
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The legislature appropriated $15.6 million 
federal funds in HB 2 for the CHIP program. 
The 20 percent state match and match for 
Medicaid expansion is appropriated in SB 81 
($8 million total general fund over the 
biennium, with $5.4 million allocated to CHIP 
and $2.6 million allocated to Medicaid). CHIP 
provides health care services for children in 
families with incomes up to 150 percent of the 
poverty level ($25,050 for a family of 4 in 
1999). CHIP does not pay for health services 
for adults. DDPHHS contracts with insurance 
companies for coverage that is similar to 
benefits provided by the state employee health 
plan. Families pay a one-time enrollment fee 
and a $200 annual co-payment for services. 
Children must be determined ineligible for 
Medicaid to be enrolled in CHIP. Only income 
is counted in determining eligibility for CHIP, 
while resources and assets are also counted in 
determining eligibility for Medicaid. Unlike 
Medicaid, CHIP is not an entitlement program 
and services will be limited to the available 
appropriation. The department estimates that 
the 2001 biennium appropriation is adequate to 
fund services for 10,184 children. 


Health services for low-income children 
provides up to $100,000 general fund annually 
for health care services for children in families 
with incomes up to 185 percent of the federal 
poverty level. Language in HB 2 directs the 
department to contract with public or private 
entities for the administration and provision of 
primary and preventive health care benefits to 
children who are uninsured and not eligible for 
Medicaid benefits. The appropriation for health 
care services for low-income children may be 
allocated only to programs with an established 
statewide network of medical providers who 
have agreed to accept reimbursement at a rate 
lower than would normally be charged for their 
services. The appropriation may not be used to 
pay the state share of CHIP costs. 


Funding 
The division is funded from general fund, state 
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Table 15 


Health Policy and Services Funding Summary 


Fiscal 1998 
Actual 


$44,225,101 
21.51% 


2000 


$46,348,032 
19.34% 


Fund Source 


General Fund* 
Pecent of Total 


State Special Revenue 
9 Mill State Assumed County Levy 
Public Health Laboratory Fees 
Food/Lodging License 
Baby Your Baby 
DHES Food and Consumer 
EMT Certification 
Indirect Cost Allocation 


$7,697,612 
1,254,401 
423,119 
105,916 
69,557 
33,361 
672 


$9,584,638 
4.66% 


$8,275,945 
1,273,257 
425,245 
107,637 
69,907 
34,221 
6,510 


$10,192,722 
4.25% 


Subtotal State Special Revenue 
Pecent of Total 


Federal Funds 
Medicaid Benefits - Matching 
Medicaid Benefits - 100% Fed. 15,767,682 
Women, Infants and Children 11,602,616 
Children's Health Insurance Prg. 0 
Medicaid Administration 2,721,763 
Maternal & Child Health Block Grt 2,463,085 
Preventive Health Block Grant 13125,513 
Family Planning Title X 1,050,655 
AIDS Grant 1,039,955 
Data Integration 172,660 
Vaccination Program 851,594 
Breast/Cervical Cancer Prev. 741,193 
Tobacco Control 244,220 
Diabetes Control 226,684 
Ryan White Act, Title II 260,651 
EMS Data Injury 183,131 
Montana Lead Poison - Prev. 265,045 
Trauma System Development 0 
Sexually Transmitted Disease 216,457 
Primary Care Services 181,635 
Abstinence Education 0 
Food Inspection Program 33,228 
Tuberculosis Grant 116,206 
Nutrition Evaluation 0 
Seroprevalence/Surveillance 60,653 
Chronic Disease 47,903 
Healthy Child 50,000 
C.D. Epidemiologist 0 
EMS - Highway Traffic Safety 30,281 
Cost Allocation 302,907 


$151,758.059  $183,118,199 


73.82% 76.41% 


$205,567,798 $239,658,953 
7.97% 


$112,002,342  $122,956,103 
20,538,915 
12,399,658 
11,740,105 
2,812,646 
2,638,910 
4,102,988 
1,062,297 
1,048,948 
884,124 
825,475 
754,145 
734,638 
574,400 
563,001 
320,734 
265,278 
239,093 
216,896 
178,968 
185,614 
160,704 
116,440 
115,941 
61,238 
54,003 
50,044 
40,675 
31,062 
445.156 


Subtotal Federal Funds 
Pecent of Total 


Total Funds 


Annual Rate of Change 


Legislative Budget 


2001 


$47,457,127 
19.10% 


$7,977,000 
1,272,310 
424,528 
107,487 
69,788 
34,137 
6,490 


$9,891,740 
3.98% 


$128,356,995 
23,207,178 
12,295,602 
11,740,975 
2,806,287 
2,637,079 
1,100,034 
1,061,465 
1,048,031 
884,115 
822,282 
753,304 
730,117 
573,943 
562,770 
320,271 
265,193 
238,770 
216,188 
178,741 
185,315 
160,389 
115,970 
115,941 
61,184 
53,734 
50,028 
36,396 
30,985 
443,810 


$191,053,092 


$248 401,959 


*This table does not include the $8 million general fund appropriated in SB 81 
for state match for the CHIP program. If it did, general fund would comprise 
20.6 percent of the total fiscal 2000 appropriation and 20.4 percent of the fiscal 2001 


appropriation. 


Percent of 
Total 


19.10% 


51.67% 
9.34% 
4.95% 
4.73% 
1.13% 
1.06% 
0.44% 
0.43% 
0.42% 
0.36% 
0.33% 
0.30% 
0.29% 
0.23% 
0.23% 
0.13% 
0.11% 
0.10% 
0.09% 
0.07% 
0.07% 
0.06% 
0.05% 
0.05% 
0.02% 
0.02% 
0.02% 
0.01% 
0.01% 
0.18% 


76.91% 


100.00% 





special revenue, and federal funds. Table 15 shows the fiscal 1998 base budget funding compared to legislative action for 


the 2001 biennium by specific source. 
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General fund supports 19 percent of the division budget in the 2001 biennium, down from 21.5 percent in the fiscal 1998 
base. The biggest share of general fund provides matching funds for the Medicaid programs administered by HPSD. 
About $78 million (89.7 percent) of the $87 million general fund request for the 2001 biennium pays matching costs for 
Medicaid hospital, physicians, and other practitioners services. The legislature appropriated in $8 million general fund 
over the biennium for the CHIP match in SB 81. If the general fund match for CHIP and Medicaid caseload growth due 
to CHIP outreach were included, the general fund share of costs would increase about 1.3 percent each year of the 
biennium. 


State special revenue supports about 4 percent of the HPSD budget. The largest source of state special revenue is the 9- 
mill levy income from state assumed counties. This revenue is also used as state match for Medicaid, bringing the total 
state match over the 2001 biennium to $94 million. 


Federal funds support 76 to 77 percent of the division budget in the 2001 biennium. Medicaid funds are the largest single 
source of funding with 62 percent of the fiscal 2001 appropriation and $300.7 million over the biennium. WIC and CHIP 
federal funds are also significant funding sources, each accounting for 5 percent of the total appropriation in fiscal 2001. 


Allocation of Maternal Child Health and Preventive Health Block Grants 


Montana receives a $2.5 million Maternal Child Health (MCH) Block Grant annually. Federal regulations specify that: 
1) not more than 10 percent of the MCH Block Grant may be used for administering the program; 2) at least 30 percent of 
the MCH Block Grant must be used for preventive and primary services for children; and 3) at least 30 percent must be 
used for children with special needs. The state must conduct a comprehensive statewide assessment of MCH needs every 
5 years. The MCH Block Grant requires that MCH funds must be matched with $3 dollars of state or local funds for 
every $4 of block grant funds. Entities which receive allocations from the MCH Block Grant provide the required match. 
The state must maintain the level of state funding provided for MCH programs in fiscal 1989 - $485,480. Table 16 shows 
the allocation of the MCH Block Grant. The legislature adopted the executive allocation of the MCH Block Grant. 
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Block Grant/Allocation 


Maternal & Child Health Block Grant 


Family/Community Health Bur. 
Children's Special Health Serv. 
MIAMI/Perinatal 

Family Planning 

Health Planning 

IDEA Data Integration 


Health Systems Bureau Admin. 


Cost Allocated Administration 


Total Direct 


Preventive Health Block Grant 


Health Systems Bureau Admin. 


Emergency Medical Servs. 
Family Planning 

Sexual Assault/Rape Prevent. 
Chronic Disease 


Comm. Disease Bureau Admin. 


Tuberculosis 

Health Planning 

AIDS Prevention Grant 
Family/Community Health Bur. 
FOSB Data Integration 

Cost Allocated Administration 


Total Direct 


Total 





PUBLIC HEALTH & HUMAN SERVICES 


7-HEALTH POLICY & SERVICES DIVISION 


Table 16 
Maternal and Child Health and Preventive Health Block Grants 
Fiscal 1998 Base Expenditures and 2001 Appropriation 


Fiscal 1998 Legislative Appropriation = Percent 
Base Fiscal 2000 Fiscal 2001 _ of Total 


$1,354,210 $1,383,233 $1,381,797 52.40% 
899.017 899,802 899,522 34.11% 
127,687 284,662 284,641 10.79% 

28,735 28,164 28,149 1.07% 
23,111 18,764 18,713 0.71% 
22,863 17,760 17,759 0.67% 
7,432 6,525 6,498 0.25% 
$110.457 Unknown Unknown N/A 


$2,573,512 $2,638,910 $2,637,079 100.00% 


$342,477 $300,680 $299,467 27.22% 
237,456 243,580 242,980 22.09% 
194,924 190,169 190,063 17.28% 
113,950 116,022 115,931 10.54% 

81,666 92,006 91,607 8.33% 
71,969 S257 82,221 7.47% 
27,010 27,064 26,954 2.45% 
23,109 18,764 AS fz 1.70% 
15,234 15,413 15,400 1.40% 
11,718 AzZ.052 12,039 1.09% 

6,000 4,661 4,660 0.42% 
83,560 Unknown Unknown 0.00% 


$1,209,073 $1,102,928 $1,100,034 100.00% 
$1,209,073 $1,102,928 $1,100,034 
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Montana receives about $1.1 million annually for the Preventive Health Block Grant. No more than 10 percent of the 
block grant can be spent for administration. Funds must be used for sexual assault and rape prevention programs. Funds 
can be used to provide seed money for priority health programs that can be funded from other sources later and state- 
identified health problems and public health infrastructure for which there are no other funding sources. An advisory 
committee makes recommendations on the allocation of the Preventive Health Block Grant using criteria to rank the size 
and seriousness of a health problem, the effectiveness of intervention, and the availability of funding from other sources. 
Table 16 shows the allocation of the block grant. The legislature adopted the executive allocation of the MCH block grant. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FIE Fund Funds 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 

Total Statewide Adjustments 


Present Law Adjustments 


Medicaid Increases 
Indian Health Services Increases 


1,271,058 


176,517 
16,486 
34,160 


$227,163 


(2,251,963) 
10,394,230 


2,661,067 2,958,600 
0 12,328,372 








Ct 0 d 
Medicare Buy-In Increases ; 462,005 1,659,502 : 722,432 2,654,050 
HIV/AIDS Prevention . : 0 300,000 ‘ 0 300,000 
Drug Rebate System-PL : (10,357) (77,000) ; (9,569) (77,000) 
9 Mill Levy Income é (495,945) 0 : 0 0 
Rate Reduction d (4,675) (9,350) : (4,675) (9,351) 


Total PL Adjustments ; $1,222,086 $10,015,419 ‘ $3,369,255 $18,154,671 


Present Law Adjustments Total $10,242,582 $18,351,621 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - Medicaid Increases - The legislature approved present law adjustments of $3.9 million general fund over the 
biennium ($700,000 total funds) for Medicaid primary care (hospital and non-hospital) services caseload and utilization 
increases. This increase was $7.9 million total funds ($2.2 million general fund) less than the executive request. 
Statistics and mathematical trends relating to monthly eligibility, type of provider, number of services, cost per service, 
and health care inflation are taken into account in the executive projections. 


The present law adjustment includes more general fund than total funds because of an accounting error that inadvertently 
recorded excess federal funds in the base budget for this Medicaid benefit. Since there are excess federal funds, the 
present law adjustment reduces federal funds to the correct funding mix for the 2001 biennium. 


DP 2 - Indian Health Services Increases - The legislature approved the executive request to add $22.7 million additional 
federal funds for increased caseload for Indian Health Services (IHS) over the biennium. Part of the increase ($13.2 
million) is needed to account for expenditures in fiscal 1998 that were incorrectly recorded in the primary care Medicaid 
program. The balance of the increase is due to caseload growth. The Montana Indian Health Services is making a 
concerted effort to identify all Medicaid eligible persons who are also IHS recipients and to bill appropriately for services. 
As a result this program has had substantial growth in the past and is expected to continue to grow through the next 
biennium. This program is mandated by federal law and is funded from federal funds. 
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DP 3 - Medicare Buy-In Increases - The legislature approved the executive request for $4.3 million total funds, including 
$1.2 million general fund, for increased premium costs for the Medicare Buy-In program to pay Medicare premiums for 
indigent Medicare beneficiaries. The total increase for this program is based on the expected increase in premiums, which 
are established by the federal government. The executive request based premium increases on information from a report 
from the National Governor's Association, which indicates that premiums for Part B will increase by 53 percent over the 
next four years with an average increase of 13.25 percent per year. Premiums for Medicare Part A are projected to 
increase by an average of 1.25 percent per year. The number of clients in the program is not expected to change as the 
number of persons eligible has been static over the last several years. 


DP_5 - HIV/AIDS Prevention - The legislature approved $600,000 federal funds to pay for HIV services and treatment for 
Montana residents who do not have other resources. Types of services include: 1) case management services to locate 
proper medical treatment, find adequate housing, and encourage appropriate nutritional management; and 2) funding for 
newly developed treatments for those who have developed resistance to current treatments. DPHHS has not yet received 
the grant award, but is estimating the amount based on congressional appropriations. 


DP 6 - Drug Rebate System-PL - The legislature accepted the executive proposal to reduce total net costs by $154,000, 
including $20,000 general fund, through the recovery of outpatient drug costs from rebate agreements with manufacturers. 
This adjustment also includes $50,000 per year to fund contracted services for system support. Expected savings are 
$127,000 per year. 


DP. 9 - 9 Mill Levy Income - The legislature appropriated the fund balance in the state special revenue account for the 9- 
mill levy remitted by state assumed counties and reduced general fund. Total funds do not change, but general fund 
appropriations were reduced $495,945 in fiscal 2000. Property tax changes adopted by the legislature reduced the income 
that the department will receive from the 9-mill levy by $1.5 million over the biennium. However, the legislature did not 
reduce the 9-mill levy appropriation to reflect the impact of tax law changes. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


SB81 - CHIP Federal Match 15,116,017 0 15,248,042 
Foodborne Illness Surveillance ; 127,308 0 127,050 
Abstinence Education 4 185,614 0 185,315 
Women's Health Educator ; 37,239 0 36,976 
Chronic Disease Epidemiologist : 40,675 0 36,396 
Diabetes Control ; 294,481 0 294,481 
Trauma System Development 239,093 0 238,770 
EMS Quality Improvement : 132,881 : 0 132,881 
Medicaid Provider Rate Increase : 606,358 : 333,373 1,224,734 
Hospital DRG Rebase ; 371,200 1,333,333 i 362,933 1,333,333 
Ambulatory Surgical Centers 4 (47,288) (205,375) . (47,867) (209,634) 
Integrated Data for Evaluation & As ‘0 750,000 0 750,000 


Drug Rebate System-NP ; 14,775 29,549 : 14,674 29,349 
SEARCH Grant ’ 0 115,941 : 0 115,941 
Mortality & Morbidity Review Grant : 0 150,000 : 0 150,000 
WIC Grant Increase ; 0 790,998 ! 0 688,938 
Health Srvs for Low-Income Children ‘ 100,000 100,000 : 100,000 100,000 
Tobacco Prevention and Control i 0 504,465 , O° 499,968 
Expanded Tobacco Prevention/Control : 3,500,000 3,500,000 i 3,500,000 3,500,000 


Total New Proposals 4 $4,107,497 $23,848,573 : $4,263,113 $24,482,540 





New Proposals 

DP 2 - SB81 - CHIP Federal Match - The legislature added $30.4 million federal funds for the Children's Health Insurance 
Program (CHIP) and anticipated Medicaid expansion due to CHIP outreach. The state matching funds - $8 million over 
the biennium - are appropriated in SB 81, which authorizes the CHIP program in statute. SB 81 also directs that tobacco 
settlement proceeds must be deposited to the general fund and specifies that the $8 million in matching funds is 
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appropriated from tobacco settlement proceeds. 


CHIP was started as a pilot program December 1998, covering about 940 children. The number of children covered by 
CHIP is estimated to increase to 10,184 during the 2001 biennium. This funding also supports 4.0 new FTE to administer 
the expanded program. 


The state and federal funds appropriated for CHIP include $9.5 million total funds over the biennium for the cost of 
Medicaid increases projected due to CHIP outreach. The state match for the Medicaid increase - $2.6 million over the 
biennium is appropriated in SB 81. The department estimated that an additional 3,375 children would be determined 
eligible for Medicaid due to CHIP outreach. Children who are eligible for Medicaid cannot be covered by CHIP. 


The state will purchase insurance through private companies to cover children enrolled in CHIP. The annual cost of an 
insurance policy is expected to be about $1,156. Families will pay an annual deductible of $200 and a one-time 
enrollment fee. 


DP_4 - Foodborne Illness Surveillance - The legislature added $254,000 federal funds from the Centers for Disease 
Control to conduct foodborne illness surveillance. This grant started in fiscal 1999 and was authorized with a budget 
amendment. The grant is expected to last five years. DPHHS received the grant because Montana has a high incidence of 
E. coli. Grant funds would be used initially to study E. coli and enhance laboratory capabilities to detect E. coli, but 
workloads will be evaluated to determine if other foodborne illnesses can be included. The department withdrew its 
request for an FTE in this new proposal. 


DP 6 - Abstinence Education - The legislature approved the executive request for $371,000 federal funds to continue the 
abstinence education project started through a budget amendment in fiscal year 1998. DPHHS is using the current grant 
to fund development and implementation of a statewide abstinence education program. The legislature added language to 
HB 2 requiring the department to report on activities, outcomes, and plans for the grant. 


DP_7 - Women's Health Educator - The legislature approved the executive request for $74,000 federal funds to provide 
health education. A 1989 DHHS federal audit of the Family Planning Program recommended that a full-time position be 
added to the program to be responsible for education services, community outreach and marketing, and evaluating 
education services in local family planning programs. Funding restricted for the position has been included in the annual 
Title X funding award to Family Planning since the 1989 federal audit. Until last year, this position was filled by contract 
staff, but was switched to a modified position in fiscal 1998. It will continue as a modified position FTE. 


DP 8 - Chronic Disease Epidemiologist - The legislature approved $77,000 federal funds and 1.00 FTE for chronic 
disease epidemiology and data analysis services. The legislature added language to HB 2 specifying that if the federal 
grants supporting this position declined or ended, the department could not request continued funding of the FTE. 


This FTE was authorized by the 1997 legislature on a "one-time-only" basis pending receipt of permanent federal funding 
for the position. DPHHS allocated federal grant increases and reallocated some federal funding to support the position. It 
is funded equally from the following federal grants: Behavioral Risk Factor Surveillance; Diabetes Control; Tobacco 
Control; and Tumor Registry. 


DP. _9 - Diabetes Control - The legislature approved the executive request for $589,000 federal funds over the biennium 
from the Centers for Disease Control to expand the Montana Diabetes Project. The project supports the work of local 
health care providers, assists community efforts, and raises public awareness of the seriousness of this disease. In 
Montana, approximately $13,000 is spent each year in direct and indirect costs per person with diagnosed diabetes. 


DP_11 - Trauma System Development - The legislature approved $478,000 federal funds, including 1.00 FTE, from the 
Centers for Disease Control to implement a system for the care of trauma patients. The funds will be used to improve 
management of trauma patients by developing and implementing protocols for pre-hospital care, inter-facility transfers, 
and trauma team activation. The legislature adopted language stating that if federal funding for the system was 
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eliminated, continued funding for the FTE could not be requested. 


DP _ 12 - EMS Quality Improvement - The legislature approved the executive request for $266,000 federal Emergency 
Medical Services (EMS) Data Injury funds to increase funding for ongoing support, training, and assistance to local EMS 
units. Patient collection software has been provided to most Montana ambulance services. Ongoing support and 
assistance would be used to train local EMS units to use this software, evaluate the reports, and make changes in the 
service delivery based on their local data. This data would also be used for statewide epidemiology and injury prevention. 


DP _13 - Medicaid Provider Rate Increase - The legislature approved a 1 percent provider increase for all Medicaid non- 
hospital services for a total cost of $1.2 million total funds and $0.5 million state general fund. The legislature funded the 
hospital DRG rebase in lieu of a provider rate increase for hospitals. The legislature added language directing that the 
provider rate increase be used to phase in the RBRVs - a reimbursement system for non-hospital providers. 


DP_14 - Hospital DRG Rebase - The legislature approved the executive request for $2.7 million total funds ($734,000 
general fund) to rebase reimbursement rates for inpatient hospital services to account for changes in medical practice, 
medical technology, service delivery, and hospital costs that have occurred over the last three years. The Montana 
Medicaid DRG system was last rebased on July 1, 1996 and will be rebased again on July 1, 1999. Current payments are 
estimated to be about 88 percent of the costs incurred by hospitals. The legislature approved the DRG rebase but not the 1 
percent provider rate increase for hospitals that was also included in the Executive Budget. 


DP _15 - Ambulatory Surgical Centers - The legislature approved funding for 1.0 FTE to manage the ambulatory surgical 
center program. Implementation of the program is expected to generate Medicaid savings by reimbursing outpatient 
services in ambulatory surgical centers at a lower cost than similar hospital care. The net change over the biennium is a 
reduction of $415,000 total funds ($95,000 general fund). 


DP 16 - Integrated Data for Evaluation and Assessment - The legislature approved the executive request for $1.5 million 
federal funds over the biennium to continue integration of various public health county and state systems to enhance 
efficiency and eliminate duplication of computer systems and applications used by public health staffs. In the 1999 
biennium, the Integrated Data for Evaluation and Assessment (IDEA) project completed its first phase, which was the 
development of a comprehensive and user-friendly data system for use at local public health departments. In the coming 
biennium, IDEA is scheduled to complete a Common Local Intake for use at the local level. The Common Local Intake is 
a system that will link the Public Health Data System with the other health data systems used at the local level to share 
client demographic information among the linked systems and eliminate duplicative input and interviewing. In addition, a 
state data warehouse will be developed, that will combine extracts of de-identified information for reporting and analysis. 


DP 19 - Drug Rebate System-NP - The legislature appropriated $29,000 general fund ($59,000 total funds) for 1.00 FTE 
to continue DPHHS efforts to maximize the savings to the Medicaid program through the collection of drug rebates. The 
1997 legislature authorized funding for the position as a one-time-only cost. Over the past several years collections of 
drug rebates steadily increased - about 7 percent per year. Since hiring this position, the average quarterly rebate 
collections have increased $162,703 or 10.2 percent. Cost savirigs of about $206,000 due to continuation of this position 
are included in the Medicaid primary care appropriation. 


DP 20 - SEARCH Grant - The legislature approved the executive request for $232,000 federal funds over the biennium to 
contract with MSU for student/resident community health experience and rotations in medically underserved, community- 
oriented, primary care areas. Funds will support the cost for medical students to come to Montana to learn about primary 
care services in a rural area. Students will work with local doctors, who will donate their teaching time. 


DP 22 - Mortality and Morbidity Review Grant - The legislature approved $300,000 federal funds to implement a state 
mortality and morbidity review support program to improve the health of women, infants, and children. The funds will be 
used to support state and local reviews of fetal, infant, and child deaths in Montana and to develop and recommend 
policies that prevent further occurrences. 
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DP 23 - WIC Grant Increase - The legislature added $1.5 million federal funds over the biennium for anticipated increases 
in the Women, Infants, and Children grant. 


DP 24 - Health Services for Low-Income Children - The legislature adopted the executive request to add $100,000 general 
fund each year of the biennium for health services for children in families with incomes less than 185 percent of the 
federal poverty level ($25,050 for a family of 4 in 1999). The legislature added language to HB 2 specifying that the 
funds must be used to contract with public or private entities for the administration and provision of primary and 
preventive health care benefits to children who are uninsured and not eligible for Medicaid benefits. Funds may be 
allocated only to those programs that have established a statewide network of medical providers who have agreed to 
accept reimbursement at a rate lower than would normally be charged for their services. Funds may not be used to pay the 
state share of CHIP costs. 


DP 25 - Tobacco Prevention and Control - The legislature appropriated $1 million in federal funds and 2.0 FTE to expand 
tobacco use prevention activities directed toward youth, Native Americans, and women of childbearing age. DPHHS will 
increase the number of communities receiving funding, school-based prevention programs, and public awareness 
activities. Cancer control and tobacco use prevention have been identified as priority public health concerns by DPHHS, 
as described in “Montana Health Agenda”, April 1998. 


DPHHS expects to receive a five-year grant award to support this expansion, beginning in fiscal 2000. The FTE are 
currently on board and accounted for as modified (not permanent) FTE. The FTE: manage grants to 13 community based 
coalitions; provide support and funding oversight for grants for youth programs and Native America projects; provide 
public education and training; and provide staff support to a statewide tobacco prevention coalition. 


The legislature designated this funding as a new proposal rather than a present law adjustment and added language to HB 
2, stating that new funds are to be used for grants to communities. 


DP _26 - Expanded Tobacco Prevention/Control - The legislature appropriated $3.5 million general fund each year for 
tobacco prevention and control programs for Montana citizens. The funding comes from tobacco settlement funds 
deposited to the general fund. The appropriation supports 3.0 FTE and about $1.7 million in grants to communities and 
other local entities for tobacco cessation and prevention programs. 


Language 

"The department is authorized to use up to $50,000 of general fund money from other appropriations within the 
department for expenditures related to disease outbreaks and other public health emergencies that may occur during the 
2001 biennium." 


"The department shall provide detailed information on the services provided and results of MIAMI programs on 
reservations to the appropriate legislative committee by September 1, 2000." 


"The department shall prepare and present a report to the appropriate legislative committee on activities funded by the 
federal abstinence education grant. The department should present the report at the first committee meeting convened 
after the end of fiscal year 2000. The report must: (1) enumerate and explain how grant funds were expended by type of 
expenditure in fiscal year 1999 and fiscal year 2000; (2) explain the status of training for communities and other entities; 
(3) explain other information pertinent to federal grant requirements and outcomes; and (4) identify measurable program 
goals and objectives for fiscal year 2001 and the 2003 biennium." 


"Item [Health Policy Services Division] includes $62,899,987 in fiscal year 2000 and $63,781,717 in fiscal year 2001 for 
Medicaid-funded hospital services." 


"Funds in item [Health Care Services for Low-Income Children] must be used to contract with public or private entities 


for the administration and provision of primary and preventive health care benefits to children who are uninsured and not 
eligible for Medicaid benefits. To qualify, the family income may be no greater than 185% of the federal poverty level. 
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Funds in item [Health Care Services for Low-Income Children] may be allocated only to those programs that have 
established a statewide network of medical providers who have agreed to accept reimbursement at a rate lower than would 
normally be charged for their services. Funds in item [Health Care Services for Low-Income Children] may not be used 
to pay the state share of Children's Health Insurance Program costs." 


"Item [SB 81 - Establish Children's Health Insurance Program (CHIP)] is contingent on passage and approval of Senate 
Bill No. 81." 


"Implementation of the resource-based relative value scale (RBRVS) provider rate system must be phased in over the 
2001 biennium. The department shall use funds in item [Medicaid Provider Rate Increase] to raise rates paid to those 
codes that are paid the lowest percentage of Medicare reimbursement. The department shall freeze reimbursement for all 
other procedure codes previously decreased under the phasein of the RBRVS reimbursement system at the fiscal year1999 
level of reimbursement." 


"The department shall use $430,000 of funds each year of the biennium in item [Tobacco Prevention and Control] to 
increase grants to local governments and communities." 


"Item [Chronic Disease Epidemiologist] includes funds for a chronic disease epidemiologist FTE. If the federal grant 
funds supporting this position decline or are eliminated, the department shall reduce the FTE from its budget request for 
the 2003 biennium. Federal grants supporting this position include the behavioral risk surveillance grant, the diabetes 
control grant, the tobacco control grant, and the tumor registry grant." 


“Tf federal grant funds supporting item [Trauma System Development] decline or are discontinued, the department shall 
remove funding for the FTE supported by this federal grant in its 2003 biennium budget request." 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


PIE 107.00 .00 (1.00) 106.00 .00 (1.00) 106.00 


Personal Services 3,794,643 288,686 (31,827) 4,051,502 262,929 (31,609) 4,025,963 
Operating Expenses 1,328,307 39,445 0 1,367,752 56,147 0 1,384,454 


Equipment 6,472 0 0 6,472 0 0 6,472 
0 


Transfers 0 0 0 0 0 0 


Total Costs $5,129,422 $328,131 ($31,827) $5,425,726 $319,076 ($31,609) $5,416,889 
General Fund 1,238,141 34,281 (10,244) 1,262,178 28,307 (10,174) 1,256,274 


State/Other Special 373,658 35,177 (4,052) 404,783 42,004 (4,024) 411,638 
Federal Special 3,517,623 258,673 (17,531) 3,758,765 248,765 (17,411) 3,748,977 





Total Funds _ $5,129,422 $328,131 ($31,827) $5,425,726 $319,076 ($31,609) $5,416,889 


Program Description 

The Quality Assurance Division provides a comprehensive and coordinated quality assurance program and evaluates 
services provided by DPHHS to the citizens of Montana. Functions include: fair hearings; facility management; contract 
and financial audits; ongoing reviews to monitor the appropriate use of the Medicaid program by both recipients and 
providers; estate recovery and cost avoidance recovery; fraud recovery; quality control samples for compliance with 
federal and state eligibility rules; performance measures and bench marking; certification of health care facilities and 
clinical laboratories; and inspection and licensure of health care providers and other facilities or services licenses issued 
by the department. 


Statutory References: 42 U.S.C. 1818 and 42 U.S.C. 1919; 45 U.S.C; Title 50, Chapter 5, parts 1 and 2, MCA; Title 50, 
Chapter 5, part 11, MCA; Title 53, Chapter 2, section 501, MCA; CFR 21, CFR 49, CFR 10; P.L. 102-539 (10-27-92); 
Title 52, Chapter 2, part 7, MCA. 


Program Reorganization 

The Child Care Licensing function was moved from the Child and Family Services Division to the Quality Assurance 
Division during fiscal 1998. The reorganization reallocated 12.0 FTE, $50,000 general fund, and about $450,000 Child 
Care Development Fund block grant federal funds. Two of the FTE are located in the central office in Helena and provide 
program oversight. and 10.0 of the FTE are located throughout the state and license, register, and monitor about 2,000 
child care facilities. | 


Funding 

General fund provides the match for eligible Medicaid program costs and the balance of division costs that are not funded 
from other sources. State special revenue includes: 1) alcohol taxes allocated to the Department of Public Health and 
Human Services; and 2) county funds. Alcohol taxes fund staff and contracted services for chemical dependency program 
licensure. County funds are from property tax revenues and pay the county share of costs for fair hearings for the 
Medicaid, Food Stamp, and FAIM programs. 


Federal funds include Medicaid, Food Stamps, Temporary Assistance for Needy Families Block Grant, Medicare, Child 
Care Development Fund block grant, and mammography funds. Medicaid, Food Stamps, Temporary Assistance for 
Needy Families Block Grant, and Child Care Development Fund support the federal share of costs for fair hearings for 
those programs. Medicaid and Medicare funds support a share of certification costs for health care providers and facilities 
and the nurse aide registry. Medicaid also supports a portion of the lien and estate recovery program, third party 
(insurance and private pay) recovery, and the Department of Justice fraud investigation contract. The mammography 
funds support the cost of certifying mammography equipment. 
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Present Law Adjustments 


Present Law Description 


Statewide Present Law 


Personal Services 
Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 


Present Law Adjustments 


DOJ Transfer 

Lien and Estate 

Medical Savings Account 
Rate Reduction 


Total PL Adjustments 


Fiscal 2000 
Fiscal 2000 General 
FTE Fund 


0 
0 
(50,000) 
(1,142) 


($51,142) 


8-DIVISION OF QUALITY ASSURANCE 


Fiscal 2001 
Total 
Funds 


Fiscal 2000 
Total Fiscal 2001 
Funds FTE 


Fiscal 2001 
General 
Fund © 


288,686 
21,494 
16,475 


$326,655 


29,553 0 
75,596 0 
(100,000) (50,000) 
(3,673) (1,142) 


29,553 
91,596 
(100,000) 
(3,673) 
$1,476 


($51,142) $17,476 


Present Law Adjustments Total $328,131 $319,076 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - DOJ Transfer - The legislature approved the executive request for an additional $59,000 federal Medicaid funds 
over the biennium for an increase in the contract with the Department of Justice for welfare fraud investigations for the 
Temporary Assistance for Needy Families Block Grant, Food Stamp, and Medicaid programs. DPHHS passes the federal 
funds through to the Department of Justice. The Department of Justice provides the required 50 percent general fund 
match for these funds. During the 1999 biennium, the annual budget for the contract was $210,137. 


DP 2 - Lien and Estate - The legislature approved the executive request for $167,000 state special revenue and federal 
funds over the biennium for an increase in the contract to recover funds from the estates and property of recipients who 
received Medicaid funded nursing home services. State special revenue is funds collected from estates and provides the 
required match for federal Medicaid funds. The increase in funding is tied to an estimated increase in collections. 


The Medicaid Lien and Estate Recovery program contracts for recovery of funds from the estates and property of some 
Medicaid recipients who have received nursing home services. The contractor for this program recovered $798,637 in 
fiscal 1997 and $1,146,708 in fiscal 1998. The amount of liens and claims pending and the increase in the rate of filing 
liens and claims indicate the trend of increasing recoveries will continue. The department projects the contractor will 
recover approximately $1,536,082 in fiscal 2000 and $1,618,557 in fiscal 2001. 


DP_3 - Medical Savings Account - The legislature reduced $100,000 general fund ($200,000 total funds) over the 
biennium to remove startup costs for the Medicaid Medical Savings Account initiative from the base budget. The 
initiative would have expired December 2000, but was extended by SB 62. The initiative started July 1995 and will end 
October 2001. The department did not request funds to administer the ongoing program. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 
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New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 
Eliminate Funds for 1.0 Vacant FTE (1.00) (10,244) (31,827) (1.00) (10,174) 
Total New Proposals (1.00) ($10,244) ($31,827) (1.00) ($10,174) 
New Proposals 
P_1 - Eliminate Funds for 1.0 Vacant FTE - The legislature eliminated funding for 1.0 FTE that had been vacant for at 


least 10 months. This change reduced general fund about $20,400 over the biennium and total funds about $63,400. 
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Program Proposed Budget 


PL Base 
Adjustment 
Fiscal 2000 


Base 
Budget 


Budget Item Fiscal 1998 


FTE 134.00 .00 
4,429,664 342,813 
19,098,977 1,351,936 
234,217 0 
506,754 53,000 


Personal Services 
Operating Expenses 
Equipment 

Debt Service 
$24,269,612 


Total Costs $1,747,749 


General Fund 9,679,962 404,749 
State/Other Special 1,871,666 431,322 


Federal Special 12,717,984 911,678 


New 
Proposals 
Fiscal 2000 


6.00 


148,805 
232,411 
12,000 
0 


$393,216 


81,334 
61,868 
250,014 
0 


Total 
Leg. Budget 
Fiscal 2000 


140.00 


4,921,282 
20,683,324 
246,217 
559,754 


$26,410,577 


10,166,045 
2,364,856 
13,879,676 
0 


9-OPERATIONS & TECHNOLOGY DIV 


Total 
Leg. Budget 
Fiscal 00-01 


Total 
Leg. Budget 
Fiscal 2001 


PL Base 
Adjustment 
Fiscal 2001 


New 
Proposals 
Fiscal 2001 


.00 6.00 140.00 
312,794 147,819 
1,372,814 187,023 
0 0 

51,800 0 


4,890,277 
20,658,814 
234,217 
558,554 
$1,737,408 


$334,842 $26,341,862 


422,457 76,049 10,178,468 
402,390 49,153 2,323,209 
912,561 209,640 13,840,185 27,719,861 


0 0 0 0 


Proprietary 0 0 


Total Funds $24,269,612 $1,747,749 $393,216 $26,410,577 $1,737,408 $334,842 $26,341,862 $52,752,439 





Program Description 

Operations and Technology Division provides support services for the Department of Public Health and Human Services. 
Fiscal functions include preparation and management of the executive budget and budget planning, financial and 
accounting services, and cost projections for benefit programs such as Medicaid. Development and operation of internal 
computer systems, telecommunications, security, and internal support services such as purchasing, leasing, and mailroom - 
comprise the division's administrative functions. 


The division manages contracts for the four DPHHS computer systems: The Economic Assistance Management System 
(TEAMS), the System for Enforcement and Recovery of Child Support (SEARCHS), the Montana Medicaid Information 
System (MMIS), and the Child & Adult Protective Services System (CAPS). 


The division also manages vital records and statistics, and microbiology and chemistry laboratory services. 


Funding 
Funding for the Operations and Technology Division is unique to the services provided: 


Computer support is charged to the responsible division and funded according to the corresponding funding source: 

1) SEARCHS (Child Support Enforcement) -- 67 percent federal and 33 percent general fund 

2) MMIS - (Medicaid) --25 percent general fund and 75 percent federal funds 

3) TEAMS (FAIM public assistance) -- 44.6 percent general fund, 50 percent federal funds, and 5.4 percent state see 
revenues 

4) CAPS (Child and Family Services, foster care) -- 54 percent general fund and 46 percent federal funds. 


Administrative and fiscal support are charged on a department-wide cost allocation formula. Laboratory services are 
funded with state special revenues generated through fee-for-service activities. The Vital Statistics Bureau is funded with 
44 percent general fund, 38 percent federal funds, and 18 percent state special revenues. 
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Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 


Personal Services 283,813 254,088 
Inflation/Deflation (644,217) (576,384) 
Fixed Costs 1,587,365 1,396,439 


Total Statewide Adjustments $1,226,961 $1,074,143 
Present Law Adjustments 


CAPS Ops & Audit Compliance : 131,760 244,000 5 144,372 267,356 
MMIS FM Ops Contract : 56,477 225,909 : 81,605 326,418 
Environmental Lab Equip Financing t 0 33,000 : 0 40,500 
Environmental Lab Equipment Replace : 0 20,000 ‘ 0 11,300 
State Motor Pool Vehicles : 10,104 28,067 : 18,599 51,664 
Fiscal Personal Svs Changes : 24,332 59,000 : 24,210 58,706 
Tumor Registry Funding Correction : (110,732) 0 ‘ (146,957) 0 
Rate Reduction : (42,005) (89,188) i (43,751) (92,679) 


WANNA RWN 


o 


Total PL Adjustments 5 $69,936 $520,788 : $78,078 $663,265 





Present Law Adjustments Total $1,747,749 $1,737,408 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1- CAPS Ops & Audit Compliance - The legislature approved $511,356 for the biennium, including $276,132 general 
fund, for improvements to CAPS. 


The CAPS facilities management contract expires June 30, 1999. Requests for proposals have been distributed, but a final 
contract has not been negotiated. Actual contract costs for the next biennium are not available. This budget is based on 
anticipated cost increases for inflation, the addition of programming staff to work on the system, $20,000 for travel to 
conduct training, and $20,000 for temporary staff for system testing. 


DP 2 - MMIS FM Ops Contract _- The legislature approved this present law adjustment of $552,327 for the biennium, 
including $138,082 general fund, for increased operating costs for the MMIS. Inflation and additional costs for the voice 
response system and mailing manuals to providers has caused contract services to increase. 


Contract services costs for MMIS in 1998 totaled $3,363,129 and are projected to increase 6.7 percent in fiscal 2000 and 
9.7 percent in fiscal 2001. 


DP 3 - Environmental Lab Equip Financing - The legislature approved state special revenue of $104,800 for the biennium 
for replacing equipment by financing purchases over three years. Financing costs would be funded from laboratory fees. 
Nine pieces of equipment would be purchased under contract ranging in cost from $1,500 to $39,000. 


According to the division, the high cost of the equipment makes outright purchases cost prohibitive in a single year. 
Using financing would build equipment replacement costs into the laboratory rate structure and provide $50,000 annually 
in the base budget for a planned replacement program. 


DP 4 - Environmental Lab Equipment Replace - This present law adjustment has been combined with DP 3 above. 


DP_5 - State Motor Pool Vehicles - The net of this adjustment is $79,731 for the biennium, including $28,703 general 
fund. The legislature approved $113,991 to lease vehicles from the Department of Transportation's Motor Pool, which is 
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offset with decreased gasoline ($23,460) and reduced passenger vehicle costs ($10,800). This request is for eight vehicles 
in fiscal 2000 and an additional eight in fiscal 2001. 


DP 6 - Fiscal Personal Services Changes - The legislature approved $117,706 for the biennium, including $48,542 general 
fund, for salary adjustments not included in the personal services base. Five positions were reclassified after the base 
personal services costs were calculated. Reclassification resulted in annual personal services increases of $59,000. 


DP_7 - Tumor Registry Funding Correction - The Executive Budget assumed that no additional Tumor Registry Grant 
would be received in the 2001 biennium and used additional general fund to meet the demands of the program. The 
legislature reduced general fund and increased federal funds by $110,732 in fiscal 2000 and by $146,957 in fiscal 2001, 
due to new information that the grant may be continued in the 2001 biennium. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 


New Proposals 


Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


Fiscal Staff Audit Compliance 56,334 136,559 . 51,049 
SEARCHS FM Contract ‘ 0 64,928 ’ 0 
Legacy System Renovation ; 25,000 165,483 : 25,000 
Environmental Lab Seasonal Staff 0 26,246 : 0 


Total New Proposals : $81,334 $393,216 : $76,049 





New Proposals 

DP 1 - Fiscal Staff Audit Compliance - The legislature approved $260,304 for the biennium, including $107,383 general 
fund, for 5.0 FTE to respond to current workload demands and responsibilities, including findings from the department's 
recent Legislative Financial Compliance Audit. 


Following reorganization of DPHHS in 1996, adequate support staff was anticipated to be available from existing 
positions. The department states that existing staff has not been able to manage the workload. The complexity of funding 
sources is often cited as the reason support staff efficiencies have not been realized in the accounting area. Modified FTE 
were hired to handle workload demands in 1998 and 1999. 


DP 2 - SEARCHS FM Contract - The legislature approved $154,709 federal funds for the biennium for increased contract 
services for operation of the SEARCHS database. No general fund was approved in this new proposal, but over $700,000 
general fund is in the base each year as the division shifted over $700,000 from state special revenue to general fund in 
1998. 


DP 3 - Legacy System Renovation - The legislature approved $260,725 total funds as a biennial one-time-only 
appropriation, including $50,000 general fund, to rewrite and consolidate major department computer systems for 
efficiency and compliance with MTPRRIME and Year 2000. 


According to the division, staff has been unable to keep up with work requests, enhancements, and compliance changes 
required for Year 2000 and MT PRRIME on the TEAMS, CAPS, SEARCHS, and MMIS systems. There are an estimated 
175 work requests requiring 16,000 hours of work backlogged and there may be as many work requests that have not been 
formally submitted. 


The department has identified two critical projects that require completion in the 2001 biennium. 


1) Re-write systems running on the Department of Corrections AS/400 computer to remove DPHHS programs and 
eliminate the need for AS/400 programming and operations support. 
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2) Complete Year 2000 and MTPRRIME modifications. 


DP 4 - Environmental Lab Seasonal Staff - The legislature approved $52,320 for the biennium to hire 1.0 FTE seasonal 
staff for the Environmental Laboratory during the summer workload peak. This increase would be funded with laboratory 
fees. The legislature specified that laboratory fees shall not be increased to fund this request or present law adjustments 3 
and 4. 


Language 

"If the federal tumor registry grant is not received, it is the intent of the legislature that no general fund money be 
approved for tumor registry and that the general fund appropriation in item 7 [Operations & Technology Division] be 
reduced by $77,810 in fiscal year 2000 and $77,810 in fiscal year 2001." 


"Item 7 [Operations & Technology Division] includes $676,680 in fiscal year 2000 and $676,343 in fiscal year 2001 for 


laboratory services. It is the intent of the legislature that the department not increase fees if revenue is not sufficient to 
fund the amounts appropriated." 
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Program Proposed Budget 


Budget Item 


EIE 


Personal Services 
Operating Expenses 


Debt Service 


Total Costs 


Federal Special 


Total Funds 


Base 
Budget 
Fiscal 1998 


640.98 


20,396,136 
4,592,413 
113,707 
36,075 
57,313,877 
0 

55,796 


$82,508,004 
39,474,390 
62,503 
42,971,111 


$82,508,004 


PL Base 
Adjustment 
Fiscal 2000 


.00 


847,463 
227,785 
25,920 

0 
1,927,809 
0 

0 


$3,028,977 
746,568 
10,188 
2212221 


$3,028,977 


New 
Proposals 
Fiscal 2000 


(3.17) 


(33,773) 
54,450 

0 

0 
11,278,351 


0 
0 


$11,299,028 
930,582 

0 
10,368,446 


$11,299,028 


Total 
Leg. Budget 
Fiscal 2000 


637.81 


21,209,826 
4,874,648 
139,627 
36,075 
70,520,037 
0 

55,796 


$96,836,009 
41,151,540 
72,691 
55,611,778 


$96,836,009 
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PL Base 
Adjustment 
Fiscal 2001 


.00 


724,317 
367,197 
19,000 

0 
1,935,547 
0 

0 


$3,046,061 
472,549 
10,051 
2,563,461 


$3,046,061 


New 
Proposals 
Fiscal 2001 


(32.77) 


(687,082) 
54,450 

0 

0 
16,677,916 
0 

0 


$16,045,284 
1,735,914 

0 
14,309,370 


$16,045,284 


Total 
Leg. Budget 
Fiscal 2001 


608.21 


20,433,371 
5,014,060 
132,707 
36,075 
75,927,340 


0 
55,796 


$101,599,349 
41,682,853 
72,554 
59,843,942 


$101,599,349 


Total 
Leg. Budget 
Fiscal 00-01 


$198,435,358 


82,834,393 





Program Description 

Disability Services Division assists Montanans with disabilities in living, working, and participating in their communities. 
The division provides or contracts for institutional care, residential services, home-based services to families, case 
management, and a variety of employment outcome-related services. These services include counseling and guidance, 
career training, transportation, adaptive equipment, orientation and mobility services to the blind, vocational rehabilitation 
training, independent living services, medical services, job placement and supported employment. Disability Services 
Division is responsible for medical adjudication of all claims for Social Security Disability and Supplemental Security 
Income. The Developmental Disabilities Planning and Advisory Council (DDPAC) is administratively attached. 


Vocational rehabilitation serves individuals with orthopedic, mental, visual, hearing, brain, and other disabilities. 
Developmentally disabled include individuals with mental retardation, epilepsy, autism, or other neurological conditions 
that require treatment similar to those required by someone with mental retardation. The developmental disability must 
have originated before age 18 and have resulted in a substantial handicap for indefinite duration. 


Funding 
The Disability Services Division funding sources vary depending on the services provided: 


1) Disability determination services are 100 percent federally funded. 

2) DDPAC is federally funded except for the donated dental services program that receives general fund. 

3) Montana Development Center in Boulder is funded with 99.6 percent general fund and 0.4 percent state special 
revenues. Eastmont Human Services Center is funded with 99.97 percent general fund and 0.03 percent state special 
revenues. Medicaid reimbursement, which pays for a number of services at these two institutions, is deposited directly to 
the general fund. 

4) Developmental disabilities program is funded with 41.1 percent general fund, 58.8 percent federal funds, and 0.1 
percent state special revenues. Medicaid (Title XIX) and the Social Services Block Grant (Title XX) are the major 
sources of federal funds. 

5) Vocational rehabilitation program is funded with 23.3 percent general fund, 76.5 percent federal funds, and 0.2 
percent state special revenues. 


The table below shows the various funding sources of the division for the base year and each year of the 2001 biennium. 
In comparison to the base year, the percent of general fund has decreased slightly as federal funds have increased. 
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Table 17 
Disability Services Division Funding Summary 


Fiscal 1998 Base Legislative Action 2001 Biennium 
Fund Source Actual 2000 2001 Percent of Total 


General Fund $39,474,390 $41,151,540 $41,682,853 41.74% 
Percent of Total 47.84% 42.50% 41.03% 


State Special Revenue 
MDC Vocational — $25,192 $26,177 $26,071 
DDP Conference 33,576 42,560 42,546 
Donated Funds - MDC DEM 2,920 2,907 
Donations - Eastmont 923 1,034 1,030 


Subtotal State Special Revenue $62,503 $72,691 $72,554 
Percent of Total 0.08% 0.08% 0.07% 


Federal Funds 
Social Security Trust funds $35,767 $275,767 $275,767 
Migrant Farmworkers Grant 102,221 102,221 102,221 
Independent Living 254,350 243,836 243,647 
Independent Living Services - Older Blind Pers. 134,657 134,657 134,657 
Grants for Infants & Families w/Disabilities 1,407,598 1,807,676 1,807,350 
Supported Empl. for Persons w/Severe Handicaps 300,000 300,000 300,000 
Grants for Assistive Technology 293,804 753,840 753,832 
Rehab Training - Continuing Education 39,747 39,943 39,899 
DDPAC - Admin. 428,091 415,672 414,739 
Social Services Block Grant 6890151 6,890,838 6,890,838 
Medical Assistance Program 100,746 43,230 43,000 
Medical Benefits FMAP 19,124,854 29,389,004 33,261,691 
Disability Determination Admin 3,177,400 3,450,685 3,591,631 
Indirect Cost Allocation 2,036,144 2,407,687 2,396,282 
Rehab Services - Vocational Rehab Grants 8.645,58] 9,356,722 9.588.388 


Subtotal Federal Funds $42,971,111 $55,611,778 $59,843,942 
Percent of Total 52.08% 57.43% 58.90% 


Total Funds $82,508,004 $96,836,009 $101,599,349 





The table below presents the division’s biennial budget by fund type in six service areas: 1) developmental disabilities; 2) 
Montana Development Center; 3) Eastmont Human Services Center; 4) vocational rehabilitation; 5) disability 
determination; and 6) the Developmental Disabilities Planning and Advisory Council (DDPAC). The legislature 
approved an overall $13.9 million increase from fiscal year 1998 to fiscal year 2000 and an additional $4.8 million from 
fiscal year 2000 to fiscal year 2001. The largest increases are seen in the vocational rehabilitation and developmental 
disabilities service areas. Developmental disabilities increased approximately 22 percent from the 1998 base mainly due 
to new proposals that: 1) take general fund that becomes available in the 2001 biennium due to a waiver and use the 
general fund to leverage additional Medicaid dollars. These funds will provide individuals on the waiting list with 
additional services (see new proposal 3); and 2) increase direct care workers’ wages (see new proposals 6 and 13). 
Vocational rehabilitation increased by approximately 29 percent over the 1998 base mainly due to provider rate increases 
(see new proposal 1) and a federal funding increase for grants (see new proposal 9). 
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Table 18 
HB 2 Appropriation by Service Area 
Fiscal 1998 AG Base Expenditures 


State 
Special 


Fiscal 2000 Legislative Appropriation Fiscal 2001 Legislative Appropriation 


State 


Service Area General Fund Federal Total General Fund State Special Federal Total General Fund Special Federal 


$20,415,241 
11,154,286 


$36,075 $30,370,938 
29,097 0 
1,034 0 
9,995,492 
3,215,739 
415.672 


$50,822,254 
11,183,383 
3,728,639 
13,403,594 
3,215,739 
422,157 00 


$21,369,273 
11,581,811 
3,815,979 
4,317,700 


$36,075 $39,027,880 
29,097 0 
1,034 0 
12,617,699 

3,450,685 

415,672 


$60,433,228 $21,646,304 
11,610,908 11,508,502 28,978 0 
3,817,013 3,800,414 1,030 0 
16,935,399 4,661,165 0 13,014,059 
3,450,685 0 0 3,591,631 
447,157 25,000 6.471 414,739 


$36,075 $42,724,412 — $64,406,791 
11,537,480 
3,801,444 
17,675,224 
3,591,631 


446.210 


Developmental Disabilities 

Montana Development Center 
Eastmont Human Services Center 3,727,605 
Vocational Rehabilitation 3,408,102 0 
Disability Determination 0 0 
DDPAC 10} 6,485 
Total Division $38,705,234 $72,691 


$43,997,841 $82,775,766 


$41,109,763 


$55,511,936 $96,694,390 $41,641,385 $72,554 $59,744,841 $101,458,780 
SS SSS SSS SSS SSS SSeS 


Note: Totals will not equal amounts in the main table as cost allocation amounts are not included in this table. 


Present Law Adjustments 


Present Law Description 


Statewide Present Law 
Personal Services 
Inflation/Deflation 
Fixed Costs 


Total Statewide Adjustments 


Present Law Adjustments 


DDS Workload Increase 


EHSC Base Adjustments 
DDP Base Adjustments 
Rate Reduction 


WADNHWNY— 


Total PL Adjustments 


Present Law Adjustments Total 


DSD Annualize Provider Rate Increas 
Annualize FY99 VR Tuition Increases 
DD Annualize Community Services 


MDC Personal Services Adjustments 


Fiscal 2000 


FIER 


Fiscal 2000 
General 
Fund 


439,690 
28,885 
465,558 
0 
452,923 
91,374 
0 
(1,483) 


$1,476,947 


Fiscal 2000 
Total 
Funds 


357,012 
19,494 
29,875 


$406,381 


745,871 
135,611 
1,039,739 
159,071 
452,923 
91,374 
4,968 
(6,961) 


$2,622,596 


$3,028,977 


Fiscal 2001 


FTE 


Fiscal 2001 
General 
Fund 


437,522 
28,885 
460,625 
0 
452,923 
97,023 
0 
(1,483) 


$1,475,495 


Fiscal 2001 


Total 
Funds 


745,871 
135,611 
1,039,739 
310,553 
452,923 
97,023 
5,862 
(6,963) 


$2,780,619 


$3,046,061 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - DSD Annualize Provider Rate Increase - The legislature approved $1,491,742 for the biennium, including 
$877,212 general fund to annualize 1.5 percent provider rate increases given in fiscal year 1999 and not reflected in the 
fiscal 1998 base. | 








DP 2 - Annualize FY99 VR Tuition Increases - The legislature approved $271,222 for the biennium, including $57,770 
general fund, to fund a 6 percent vocational rehabilitation tuition increase given in fiscal year 1999. An increase was 
approved for both years of the current biennium, but the fiscal 1998 base does not reflect the 1999 fiscal year increase. 


The funds would be used to pay for increased tuition rates charged by colleges, technical schools, and universities that 
furnish services to vocational rehabilitation clients. 


DP 3 - DD Annualize Community Services - The legislature approved $2,079,478 for the biennium, including $926,183 
general fund, to annualize an increase authorized by the 1997 legislature for community services to approximately 42 
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individuals. Services began at various times during fiscal years 1998 and 1999, so total costs were not reflected in the 
base budget. 


DP 4 - DDS Workload Increase - The legislature approved a $469,624 base increase, funded with 100 percent federal 
funds. The Social Security Administration and Congress increased the number of required continuing disability reviews. 
Over 1,000 additional cases will be processed each year of the 2001 biennium. Increased funds are requested in overtime, 
consultant professional services, and travel. 


DP 5 - MDC Personal Services Adjustments - Personal services costs not included in the base for Montana Development 
Center were approved to be added. This adjustment is $905,846 general fund for the 2001 biennium. Costs, budgeted at 
1998 levels, include overtime, differential pay required by union contracts, holiday-worked pay, shift differential for on- 
call nurses, and benefits on overtime pay. 


DP 6 - EHSC Base Adjustments - The legislature approved an increase of $188,397 general fund for the biennium. 
Adjustments include a $248,122 biennial decrease in personal services for salary adjustments to the fiscal 1998 base. 
Additional increases are for normal costs for a 24-hour-per-day, 7 days-per-week operation, which includes overtime, 
differential pay required by union contracts, holiday worked and additional day off pay, and benefits on overtime pay. 
Additional equipment costs which the legislature approved as one-time only, include minor equipment purchases of 
$32,760 for the biennium and larger equipment items totaling $44,920 for the biennium. 


DP_7- DDP Base Adjustments - The legislature approved $10,830 for the biennium, with no general fund, for increased 
administrative costs in the Developmental Disabilities Program. Present law adjustments include increased costs for the 
billing service contract, the contract for evaluating persons being admitted to Montana Development Center, and salaries. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 


New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001. General Total 
Description FTE Fund Funds FTE Fund Funds 


DSD Provider Rate 303,934 548,982 .00 611,225 1,108,943 
VR 4% Tuition Increase 27,723 130,153 .00 57,108 268,114 
Refinance to Reduce Wait List 0 7,569,447 (36.60) 0 10,648,578 
VR Caseload Increase { 45,279 212,579 2.00 57,967 272,146 
DD Emergency Capacity 25,000 86,820 .00 25,000 86,820 
Direct Care Salary Increase 149,181 292,613 .00 298,265 589,908 
Donated Dental 25,000 25,000 .00 25,000 25,000 
DDS Request for 2.0 Adtn'l FTE 0 75,875 0 75,344 
Federal Funding Increase for Grants : 0 1,700,000 : 0 1,700,000 
12 Extended Employment 65,570 65,570 ) 65,570 65,570 
13 Direct Care Workers Wage Incr. #2 314,293 617,387 .00 621,010 1,230,092 
20 Eliminate Funding for 2 Vacant FTE (25,398) (25,398) (ELZ) (25,231) @57231) 


1 
2 
3 
4 
5 
6 
a 
8 
9 





Total New Proposals $930,582 $11,299,028 (32.77) $1,735,914 $ 16,045,284 


New Proposals 
DP._1 - DSD Provider Rate - The legislature approved $1,657,925 for the biennium, including $915,159 general fund, for a 
1 percent provider rate increase. 


DP 2 - VR 4% Tuition Increase - The legislature approved $398,267 for the biennium, including $84,831 general fund, to 
pay 4 percent college tuition increases for individuals attending college as part of their vocational rehabilitation plan. The 
increase is 4 percent in fiscal 2000 and an additional 4 percent in fiscal 2001. 


DP 3 - Refinance to Reduce Wait List - The legislature approved $18.2 million for the biennium to: 1) increase services 
to individuals waiting for services or to expand services to existing clients; and 2) move individuals from institutions to 
communities. Approximately $3.9 million general fund will be available over the biennium due to a waiver which allows 
the division to finance work/day services with Medicaid dollars and approximately $780,000 general fund will be 
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available over the biennium due to moving individuals out of institutions. 


The department will use the $3.9 million general fund to leverage additional Medicaid dollars to provide individuals with 
a variety of services, depending on their needs. The department estimates that 350 individuals on the waiting list would 
be served with these dollars. 


In addition, the population at Eastmont Human Services Center will be reduced by 12 and the Montana Development 
Center population will be reduced by 20. Reallocating general fund resources by moving these 32 individuals into the 
community and matching the general fund with Medicaid will allow the department to serve the 32 individuals and an 
additional 25 individuals from the community waiting list. 


If Title XX cuts occur, the legislature approved language that would authorize up to $2.3 million general fund from 
Medicaid appropriations in the department and $2.8 million TANF funds to offset the cuts. 


DP.4 - VR Caseload Increase - The legislature approved $484,725 for the biennium, including $103,246 general fund, for 
additional vocational rehabilitation field staff (2.0 FTE) in Helena and Billings, plus additional benefits for individuals the 
new positions would serve. 


A 1.5 FTE counselor position and a 0.5 FTE support staff would be located in the Helena vocational rehabilitation office. 
The division indicated there has been an unexplained 63 percent increase in referrals. A 0.5 FTE counselor position 
would be added in the Billings regional office where caseloads have increased 47 percent. 


In addition to positions and salaries, the proposal includes increased operating and service costs. Travel and normal 
operating costs are estimated at $9,000 each year for the 2.0 FTE, and approximately $344,000 in vocational rehabilitation 
benefits are included for the 65 additional people who would be served. 


DP_5 - DD Emergency Capacity - The legislature approved $173,640 for the biennium, including $50,000 general fund, to 
assist families in the event of an emergency or crisis. The legislature approved $48,519 less general fund than in the 
executive request, but approved the full amount requested by the executive in the event the department could identify the 
funds within the department. 


DP._6 - Direct Care Salary Increase - The legislature approved a 1.0 percent increase in direct care staff salaries each year 
of the biennium. Funds requested total $882,521 for the biennium, including $447,446 general fund. 


Direct care employees assist individuals with developmental disabilities in all activities of daily living, such as training, 
feeding, and bathing. The division expressed concern that these employees of private, nonprofit corporations, who serve 
persons in community-based settings, are paid substantially less than state employees working in direct care staff positions 
at the two state institutions -- $6.24 per hour compared to $6.81 per hour (state employees receive greater benefits). A 1.0 
percent increase would bring direct care staff salaries to $6.30 per hour or $13,104 annually. 


DP _7 - Donated Dental - The legislature approved $50,000 one-time-only general fund for the biennium to continue the 
donated dental program. This program coordinates donated dental services with prospective patients. Funds would pay 
for the coordinator's salary, travel expenses, rent, and other operational expenses. All dental services are donated. This 
program provided $240,000 worth of free dental treatment to developmental disabled individuals. Dental is not a service 
provided by the state. The 1997 legislature approved the program on a one-time-only basis because it was the first year of 
the program and its effectiveness was uncertain. 


DP 8 - DDS Request for 2.0 Additional FTE - The legislature approved funding for 2.0 FTE or $151,219 for the 
biennium. The department states that there is an increased caseload due to continuing disability reviews as required by 
the Social Security Administration. The division projects receiving an additional 1,000 cases per year and the 2.0 FTE 
would process the cases and reduce the number of pending cases. 
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- Federal Funding Increase for Grants - The legislature approved additional federal authority be given to the division 
in the event increased federal grants to provide services to individuals with disabilities become available during the 
biennium. Federal spending authority approved is $3.4 million for the biennium, with no general fund commitments. 


The $3.4 million is comprised of: 1) $2 million for the development disabilities program from federal Part H and 
Medicaid funds; 2) $920,000 federal authority for the Assistive Technology Grant if received. Funds would purchase 
technological devices to assist people with disabilities in securing and holding jobs; and 3) social security funds of 
$480,000, in the event that social security funds are reimbursed for fiscal 1998. 


DP. 12 - Extended Employment - The legislature approved $131,140 general fund for the biennium to serve individuals on 
a waiting list for extended employment. This request was not included in the Executive Budget. 


DP_13 - Direct Care Workers Wage Incr. #2 - The legislature approved an additional amount for direct care workers' 
salaries in addition to what was requested in the Executive Budget. This increase of $1,847,479 total funds for the 


biennium, including $935,303 general fund, which would provide direct personal care staff an additional $0.25 per hour in 
fiscal 2000 and an additional $0.25 per hour in fiscal 2001. 


DP. 20 - Eliminate Funding for 2 Vacant FTE - The legislature eliminated funding for two positions that had been vacant 
for at least 10 months. This resulted in a reduction in general fund of $50,629 for the biennium. 


Language 

"The Disability Services Division is authorized to pursue up to $2.0 million in federal funding over the biennium to 
enhance and improve services to persons with developmental disabilities. These additional federal funds may be 
expended by the division on services as long as those actions do not require or commit the state to additional general fund 
expenditures beyond the amount appropriated for the 2001 biennium by the legislature for the developmental disabilities 
community." 


"Item 8 [Disability Services Division] contains an appropriation of $7,581,094 in federal funds each year of the biennium 
for the Title XX grant. If the department receives less funds in the Title XX grant than the appropriated amount, the 
department shall transfer up to $2.3 million in general fund money over the biennium from Medicaid appropriations in the 
department to the Disability Services Division. General fund money transferred to offset the Title XX shortfall must be 
used to serve individuals being moved from state institutions to community services and individuals from the community 
waiting list." 


"Item 8 [Disability Services Division] contains an appropriation of $7,581,094 in federal funds each year of the biennium 
for the Title XX grant. If the department receives less funds in the Title XX grant than the appropriated amount, up to 
$2.8 million in TANF funds for the biennium must be transferred to the Disability Services Division. The TANF funds 
transferred to offset the Title XX shortfall must be used to serve individuals being moved from state institutions to 
community services and individuals from the community waiting list. The department shall use all of the $2.3 million in 
general fund money that the department is directed to transfer from Medicaid appropriations in the department to the 
disability services division before using any transferred TANF funds." 


"Item 8 [Disability Services Division] contains an appropriation of $7,581,094 in federal funds each year of the biennium 
for the Title XX grant. If the department receives less funds in the Title XX grant than the appropriated amount, $43,000 
in general fund money is appropriated for fiscal year 2001 to implement a means test for TANF eligibility determination." 


"Provider, consumer, and department representatives of the Strategic Planning Across Montana follow-up committee shall 
provide a written report every six months to the Legislative Fiscal Division on the progress of the design and 
implementation of the individualized community support approach to service delivery in the developmental disabilities 
system." . 


"The Disability Services Division is directed to develop a proposal by June of 2000 to be reviewed by the children, 
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families, health, and human services committee that considers the following options: 

1) moving individuals from the Montana Developmental Center and Eastmont Human Services Center to community 
settings if it is determined that a person may benefit from services in a community setting and if the services appropriate 
for the person's needs are available; 

2) based on the population remaining at both institutions, determine if an institution could be closed; 

3) if an institution is proposed to be closed, explore and recommend alternative uses for that institution; and 

4) develop a reduction in force plan that takes into consideration a reasonable way to reduce the staff at the institutions 
through normal attrition and planned layoffs and calculate the cost of paying out sick leave, vacation, and severance pay." 


"Item 8 [Disability Services Division] contains a general fund appropriation of $27,723 in fiscal year 2000 and $57,108 in 


- fiscal year 2001 for anticipated increases by the board of regents in tuition of 4 percent. If the board of regents approves 
college tuition increases of less than 4 percent, the general fund appropriation is reduced a proportionate amount." 
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Program Proposed Budget 
Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


PIE 125.19 .00 9:35 130.54 .00 3535 130.54 


Personal Services 3,858,046 199,985 220,479 4,278,510 173,680 218,972 4,250,698 
i 2,079,856 151,481 1,145,266 3,376,603 166,392 1,173,837 3,420,085 
98,986 (31,500) 18,378 85,864 (31,500) (13,899) 53,587 

5,401,814 (99,526) 216,711 5,518,999 (99,526) 440,463 5,742,751 


Benefits & Claims 136,913,663 SWIRL EN) 7,048,740 147,879,540 6,486,490 13,859,931 157,260,084 
0 


Transfers 0 0 0 0 0 0 
Debt Service 2,699 0 0 2,699 0 0 2,699 


Total Costs $148,355,064 $4,137,577 $8,649,574  $161,142,215 $6,695,536 $15,679,304 $170,729,904 
General Fund - 39,844,384 (1,005,988) 2,191,883 41,030,279 (1,200,009) 4,256,542 42,900,917 
State/Other Special 2,557,338 35,579 1153592 2,708,509 36,868 90,389 2,684,595 
Federal Special 105,953,342 5,107,986 6,342,099 117,403,427 7,858,677 11,332,373 125,144,392 


Total Funds $148,355 ,064 $4,137,577 $8,649,574 $161,142,215 $6,695,536 $15,679,304 $170,729,904 





Program Description 

The Senior and Long Term Care Division plans, administers, and provides publicly-funded long-term care services for 
Montana's senior citizens and persons with physical disabilities. In addition, the division provides education and support 
regarding aging and long-term care issues to Montanans of all ages. The division makes services available through five 
major programs: 1) the Office on Aging provides meals, transportation, public education, information and assistance, and 
other services; 2) the Medicaid Community Services Program pays for in-home, assisted living, and other community- 
based services to Medicaid eligible individuals as an alternative to nursing home care; 3) the Medicaid Nursing Facility 
Program pays for care to Medicaid eligible individuals in Montana's 98 nursing homes; 4) skilled nursing facility care is 
provided to veterans at the 90-bed Montana Veteran's Home (MVH) in Columbia Falls and the 80-bed Eastern Montana 
Veteran's Home in Glendive; and 5) the State Supplemental Payments Program pays for a portion of the room and board 
costs for SSI eligible individuals residing in designated residential care facilities. 


Statutory References: Aging Services, 52-3-201 et seq., MCA, (Protection Services Act for Aged Persons or Disabled 
Adults); 52-3-501 et seq., MCA, (Montana Older Americans Act); 52-3-801 et seq., MCA, (Montana Elder and 
Developmentally Disabled Abuse Prevention Act); P.L.89-75 (Federal Older Americans Act); P.L. 93-66 Section 212, 
P.L. 93-233 (authorizes states to supplement the Supplemental Security Income Amendments to the (SSI) Payments 
Program Social Security Act); Veteran's Homes, 10-2-401, MCA, (authorizes and establishes Montana Veteran's Homes); 
53-1-202, MCA, (Eastern Montana Veteran's Home); Medicaid, Title 53, Chapter 6, MCA; Title 19, Social Security Act 
42 USC 1396 et. seq. (establishes and authorizes Medicaid Program). 


Program Narrative 

The division budget increases $35.2 million, including $4.2 million general fund over the biennium. Present law 
adjustments add $10.8 million over the biennium and new proposals add $24.3 million. Federal funds comprise the bulk 
of the increase because the federal matching rate for Medicaid benefits is higher in the 2001 biennium than in fiscal 1998. 
The increase in federal match rate reduces the general fund match cost for Medicaid benefits about $9.3 million over the 
biennium. 


The Executive Budget included the change in the federal Medicaid matching rate in the adjusted base budget, masking the 
general fund increases requested in present law adjustments. For example, the main division budget table shows a 
reduction of $1 million general fund in the present law base budget, while the present law adjustment table shown later in 
the narrative shows a $1.4 million increase in general fund. 


The significant increases for this division are: 


e direct care worker wage increases that add $12.5 million total funds over the biennium ($3.8 million general fund); 
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e present law Medicaid caseload adjustments that add $10.4 million total funds over the biennium ($3.5 million general 
fund); 

e a1 percent provider rate increase of $4.1 million over the biennium ($1.1 million general fund); 7 

e anew proposal to increase the Medicaid Community Based Waiver by 0.75 FTE and $3.2 million total funds over the 
biennium ($0.9 million general fund); 

e $2.1 million federal funds over the biennium to comply with a legislative audit recommendation; 

e $1.5 million federal funds over the biennium to “refinance” eligible services provided from 100 percent general fund 
appropriated for aging services with federal matching Medicaid funds; and 

e 3.0 adult protective services FTE and $680,000 over the biennium, including $518,000 general fund, and funds for 
direct services to adult protective services clients. 


Appropriation increases were offset by about $2 million in reductions. The most significant reductions include: 


e $1.5 million in federal Medicaid funds due to estimated reductions in reimbursements to state institutions; 

e $246,000 of one-time lien and estate state special revenue authority for Medicaid services; and 

e about $200,000 general fund to increase the base budget reduction for general fund transferred from aging services to 
the Medicaid funded services. 


Table 19 
Senior and Long-Term Care Division Summary 
2001 Biennium Appropriation Comparison to Fiscal 1998 Base 


f Fiscal 2000 Appropriation Fiscal 2001 Appropriation 





Fiscal 1998 Base Budget 
General State General State General State Percent 


Item Fund Special Federal Total Fund Special Federal Total Fund Special Federal Total of Total 


ADMINISTRATION ; : 
State Administration $157,664 $91,631 $94,410 $343,705 $194,810 $93,579 $102,344 $390,733 $191,612 $93,048 $101,435 $386,095 0.23% 
Medicaid Admin. 632,393 0) 818,810 1,451,202 656,718 0 869,953 1,526,671 654,812 0 867,627 1,522,438 0.89% 
Aging Services Admin. 96,273 0 415,714 511,987 281,597 0) 435,513 717,110 | 284,914 0 433,828 718,742 0.42% 


Veterans' Homes Q 2.333.227 1,399,466 3.732.693 | Q 2,614,930 2.494 232 Q 2,591,547 2,508,247 2.99% 


9,109,162 
Subtotal Administration $886,330 $2,424.858 $2,728,400 $6.020.587 $1.133.125 $2,708,509 $3,902,042 $7,743,676 $1,131,338 $2.684505 $3,911,137 4.53% 
H 


3 
H 


Percent of Total 2.22% 94.82% 2.58% 4.07%, 2.76% 100.00% 3.32% 4.81% 2.64%  100.00% 


GRANTS/BENEFITS 

Medicaid f | 

Nursing Homes $28,318,169 $0 $66,611,254 $94,929,423 $27,691,591 $71,390,406 $99,081,997 i $28,292,056 $75,241,724 $103,533,780 
Home Based Services 5,530,073 0 13,011,729 18,541,801. 5,880,385 15,241,689 21,122,074 : 6,499,593 17,378,406 23,877,998 
Community Waiver Servs. 3,443,348 132,480 8,288,236 11,864,064 4,491,528 12,391,835 16,883,363 4,869,141 13,768,959 18,638,100 
Institutions 0 0 10,745,375 10,745,375 - 0 9,859,106 9,859,106 0 10,177,206 10,177,206 

Aging Grants 833,465 0 4,568,349 5,401,814 950,650 4,568,349 5,518,999 i 1,175,790 4,566,961 5,742,751 

Protective Services Benefits 0 0 0 om 50,000 50,000 100,000 100,000 100,000 200,000 

Q 


State Supplemental Payment 833,000 Q 833,000 833.000 Q 833,000 


i 
H 
$ 
i 


i 
Subtotal Grants/Benefits $38,958,055 $132,480 $103.224.943 $142.315.477 | $39,897,154 $0 $113,501,385 $153,398.539 $41,769,580 $0 
Percent of Total 97.78% 5.18% 97.42% 95.93%. 97.24% 0.00% 96.68% 95.19% 97.36% 

i 


DIVISION TOTAL $39,844,384 $2,597,338 $105,953.342 $148,355.064 $41,030.279 $2,708,509 $117,403.427 $161,142.25 | $42,900,917 $2,684,595 





Annual Percent Change from Fiscal 1998 1.48% 2.91% 5.26% 4.22%: 2.49% 1.63% 


Table 19 shows the fiscal 1998 base budget compared to the legislative appropriation by major service. Medicaid and 
aging benefits and grants appropriations are 95 percent of the total appropriation and 97 percent of the general fund 
appropriation in fiscal 2001. The single largest appropriation in the division budget is for nursing homes, accounting for 
61 percent of the total. Home-based Medicaid services account for 14 percent of the total. Community Waiver services 
rise from 8 percent of total division expenditures in fiscal 1998 to 11 percent of the fiscal 2001 appropriation. Veterans’ 
services account for 3 percent of the total fiscal 2001 appropriation. Administration, including all veterans’ services, 
accounts for about 5 percent of the total 2001 biennium appropriation. 
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General fund rises 1.5 percent annually from fiscal 1998 to fiscal year 2000 and increases 2.5 percent annually from fiscal 
1998 to 2001. Total funds increase about 4.2 percent annually and 4.8 percent annually over the same time periods. 
General fund grows more slowly than total funds and comprises a lower share of the 2001 biennium budget than of the 
base budget because of the increase in the federal Medicaid benefit match rate. 


Administration 


State administration includes staff and resources that provide overall direction, leadership, fiscal, and policy services for 
all programs administered by the division. The $40,000 annual increase includes statewide adjustments for rent and data 
network services and an increase in the cost charged by the federal Social Security Administration to include the state 
supplemental payment in SSI checks. 


Medicaid administration funds the staff and resources that administer Medicaid programs. The $50,000 annual increase is 
related to statewide adjustments for position upgrades, annualization of the 1999 pay plan and data network services. 


Aging services administration funds staff and resources that administer the state Office on Aging and grants to the 11 
Area Agencies on Aging. The legislature approved annual increases of about $200,000 for 3.0 adult protective services 
workers. The adult protective services program is administered by the Child and Family Services Division, but will be 
transferred to the Senior and Long-Term Care Division during the 2001 biennium. 


Veterans’ Homes 


Montana owns the two veterans’ nursing homes. The MVH is operated with state staff, while the EMVH is operated 
under contract. The veterans’ homes are funded with a portion of the state cigarette tax, private insurance, payments from 
veterans and their spouses, and Medicaid and Veterans’ Administration reimbursements. The $1.3 million annual 
increase results from including the federal Veterans’ Administration pass-through funding ($1 million) as a budgeted 
rather than non-budgeted expense, annualization of the 1999 pay plan increase, and funding for equipment, maintenance, 
and an increase in direct care staff for the domiciliary unit. 


Grants and Benefits 


Grants and benefits comprise about 95 percent of the total division budget. About 97 percent of the total general fund is 
appropriated for grants and benefits. The grants and benefits category includes Medicaid funded services, supplemental 
security income payments, and the aging services program. 


More than half of the increase in grants and benefits appropriations is due to direct care worker wages and the 1 percent 
provider rate increases requested by the executive and approved by the legislature. Total grants and benefits 
appropriations for the 2001 biennium are $31.8 million greater than the fiscal 1998 base. Direct care worker wage and 
provider rate increases account for $16.6 million or 52 percent of that increase. Table 20 shows the allocation of direct 
care worker wage and provider rate increases by service category. 
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Table 20 
Direct Care Worker Wage and Provider Rate Increases Appropriation by Service 


Fiscal 2001 
General Fund Total 


Percent 
of Total 


Fiscal 2000 


Increase/Service General Fund Total 


Direct Care Worker Wage Increase 


Nursing Homes 

Home Based Services 
Community Based Waiver 
Aging Services 


Subtotal Direct Care 


Provider Rate Increase 


Nursing Homes 

Home Based Services 
Community Waiver Servs. 
Aging Services 


Subtotal Provider Increase 


Total Wage/Provider Increase 


Nursing Homes 

Home Based Services 
Community Waiver Servs. 
Aging Services 


$795,676 
169,627 
121,585 
162,933 


$1,249,421 


$265,226 
56,542 
40,528 
94.178 


$416,474 


$1,060,902 
226,169 
162,113 
PALoW al 


$2,858,031 
609,291 
436,729 
162.533 


$4,066,584 


$952,677 
203,097 
145,576 
94,178 


$1,395,528 


$3,810,708 
812,388 
582,305 
216,714 


$1,594,999 
367,868 
242,511 
331,566 


$2,536,944 


$523,848 
120,819 
79,648 
108,897 


$833,212 


$2,118,847 
488,687 
322,159 
440,463 


$5,859,658 
1,351,460 
890,928 
331,566 


$8,433,612 


$1,924,495 
443,862 
292,609 
108,897 


$2,769,863 


$7,784,153 
1,795,322 
1,183,537 
440,463 


69.48% 
16.02% 
10.56% 

3.93% 


100.00% 


69.48% 
16.02% 
10.56% 

3.93% 


100.00% 


69.48% 
16.02% 
10.56% 

3.93% 


Total Wage/Prov. Incre. 


$1,665,895 


$5,422,112 100.00% 


$3,370,156 $11,203,475 


Total Grants/Benefits Increase 


Above FY98 Base 


$939,099 $11,083,062 $20,687,358 


Wage/Rate Increase as a Percent of 
Total Grants/Benefits Increase 





Direct care worker wage increases add $12.5 million total funds ($3.8 million general fund) to the division Medicaid 
benefits appropriation over the biennium, compared to the fiscal 1998 base budget. The largest share of direct care wage 
increases goes to nursing home services, which accounts for almost 70 percent of the amount. 


The 1 percent provider rate increase adds $4.1 million total funds including $1.2 million general fund over the biennium. 
Again nursing homes receive about 70 percent of the total provider rate appropriation. 


Medicaid Benefits - Medicaid benefits in this division include nursing, community programs, and payments to state 
institutions. Medicaid benefits are funded from state general fund and state special revenue for Medicaid eligible 
veterans’ home costs and matched with federal Medicaid funds. 


Medicaid Nursing Home Services - This benefit pays for short and long-term nursing care for Medicaid eligible persons. 
The growth in nursing home expenditures is largely due to direct care worker wage and the 1 percent provider rate 
increases authorized by the legislature. These two increases account for $11.6 of the $12.8 million biennial increase in 
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nursing home appropriations. Without those two increases, Medicaid nursing home costs are projected to increase only 
0.5 percent annually instead of the compounded annual 2 percent increase between the fiscal 1998 base and fiscal 2000. 
and the 4.5 percent increase between fiscal 2000 and fiscal 2001. 


HB 2 also includes language that appropriates up to $1 million state matching funds annually to this service area. The 
one-time appropriation is from the general fund share collected from the lien and estate recoveries in excess of the first 
$600,000 and matching federal funds (about $2 million annually). Half of this appropriation is allocated to nursing homes 
and the other 50 percent is appropriated, also on a one-time basis, to the Medicaid home and community waiver program. 
Lien and estate funds appropriated for nursing home services are to be used for staff related costs such as bonuses or 
training. 


Medicaid Home Based Services - This service area provides payment for in-home services that help Medicaid-eligible 
senior citizens and people with disabilities to remain in their own homes. These services include personal care; home 
health, such as skilled nursing and home health aide services; home dialysis; and hospice. Personal care, home dialysis, 
and hospice services are not federally-mandated services. They are optional services allowed by federal law and funded 
by the Montana legislature. Home health services are federally-mandated services. 


Unlike nursing home services caseload growth accounts for most of the increase in the 2001 biennium appropriation for 
home based services. The total biennial increase is $7.9 million, and direct care worker and provider increases account 
for $2.6 million or about one-third of the total. 


Medicaid Community Waiver Services - This service area provides home and community based services to those 
Medicaid-eligible persons who are eligible for nursing home or hospital level of care but prefer and are selected to receive 
services in their homes or in community settings. This service area is not an entitlement and the number of persons served 
is constrained by the amount of available funds. There were 1,382 persons served by this program in fiscal 1998 at a cost 
of approximately $11.8 million. 


The legislature approved two expansions in waiver services — annualization of the fiscal 1999 increase ($5.7 million total 
funds including $1.6 million general fund) and an increase of 130 slots in fiscal 2001 ($3.2 million total funds including 
$0.9 million general fund). The annualized cost of the 2001 biennium expansion will be about $2.5 million, which is $1.5 
million greater than the fiscal 2000 base amount. The number of slots available in the waiver program may be expanded 
above 130 in fiscal 2001 because the legislature appropriated $1.5 million in federal Medicaid matching funds if the Area 
Agencies on Aging opt to transfer the general fund match to provide services through Medicaid instead of using only 
general fund. 


Direct care worker wage increases and the provider rate increase raised 2001 biennium appropriations $1.8 million total 
funds ($0.5 million general fund) over the biennium. 


As noted previously, language in HB 2 appropriates, on a one-time basis, up to $1 million annually from the general fund 
share of lien and estate collections in excess of $600,000. The $1 million is allocated 50 percent to the community 
services program and 50 percent to the nursing home program. Federal matching funds of about $2 million annually are 
also appropriated. 


Medicaid State Institution Reimbursement - This service area provides federal Medicaid reimbursement to state 
institutions including the Montana Developmental Center, Eastmont Human Services Center, and the Montana Veterans’ 
Home. (The federal Medicaid funds reimbursed for the Montana Development Center and Eastmont Human Services 
Center are ultimately deposited to the state general fund because the operating budgets of these institutions are funded up- 
front with general fund.) The legislature reduced the institution rermbursement program by $1.5 million over the biennium 
because it projected lower reimbursements. 


Until April 1, 1997, Medicaid reimbursements were also provided to the Montana State Hospital and the Montana Mental 
Health Nursing Care Center. After that date, these two institutions were moved into the mental health managed care 
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system and budgeted directly from general fund and matching federal Medicaid funds. The Public Health and Human 
Services Joint Appropriations Subcommittee directed legislative staff to include in the 2003 biennium budget analysis the 
option of funding all state institutions eligible for Medicaid reimbursement using federal matching funds as part of the 


institution budget and foregoing the transfer to the general fund. 


Aging Grants - Aging grants fund contracts with the 11 Area Agencies on Aging. General fund and federal funds support 
these grants. Primary services include senior centers, transportation, home chore services, congregate meals, meals on 
wheels, homemaker services, and information and referral services. Aging grants are budgeted to increase slightly in the 
2001 biennium due to annualization of the 1999 provider rate increase funded by the 1997 legislature. The rate increase is 
supported entirely by general fund because federal grants are capped. 


Table 21 
Senior and Long-Term Care Division Funding 


Actual 


Fund Source FY 1998 FY 2000 


General Fund 


Percent of Total Funds 26.86% 25.46% 


State Special Revenue 

$1,617,998 $1,680,266 
6,687 6,389 

785,859 982,172 

Over $600,000 Lien/Estate 132,480 0 

Vets Canteen 14,314 15,682 


Match - Private Funds aU 24,000 


Private Ins./Medicaid Reimb. 
Vets - Int./Income Lease 
Cigarette Tax Revenue 


Subtotal SSR 
Percent of Total Funds 


$2,557,338 $2,708,509 


Federal Funds 


EMVH V-A Reimbursement 
Vets V-A Reimbursement 
Vets Domiciliary Care 
Elderly Feeding 

Elder Abuse 

Ombudsman Activity 
Preventive Health 

Aging Supp. & Training 
Aging Meals 

Health Info. Counseling 
Alzheimer's Demonstration 
Medicaid Admininstration 
Medicaid Benefits 

Frail Elderly 


Subtotal Federal 


$0 
1,241,280 
158,186 
656,612 
23,660 
21,893 
79,074 
1,514,126 
2,395,884 
118,318 
152,231 
889,708 
98,657,149 


$1,045,095 
1,284,294 
164,843 
656,420 
23,653 

. 21,887 
79,051 
1,521,840 
2,402,183 
118,794 
152,192 
956,144 
108,931,745 


Legislative Action 
FY 2001 


$39,844,384 $41,030,279 $42,900,917 


25.13% 


$1,674,467 
6,374 
964,135 

0 

15,619 


$1,064,066 
1,279,917 
164,264 
656,420 
23,653 
21,887 
79,051 
1,520,862 
2,401,292 
118,731 
152,191 
952,010 


116,664,772 


B22 cierhD.286 yt se ADZEG 


Percent of Total Funds 71.42% 72.86% 


Total Funds 


Annual Rate of Change from Base 4.22% 
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$105,953,342 $117,403.427 $125,144.392 


73.30% 


$148,355,064 $161,142,215 $170,729,904 


5.95% 


B-78 


Percent 
of Total 


25.13% 


0.62% 
0.75% 
0.10% 
0.38% 
0.01% 
0.01% 
0.05% 
0.89% 
1.41% 
0.07% 
0.09% 
0.56% 
68.33% 
0.03% 


73.30% 


100.00% 





Protective Services Benefits — The legislature 
approved the executive request for $300,000 
total funds ($150,000 general fund) over the 
biennium to fund benefits for seniors at risk of 
abuse and neglect. Funds will pay for 
services such as home cleaning and 
emergency — shelter. This appropriation 
represents a service expansion as there was no 
funding designated for direct services to 
seniors at risk of abuse and neglect. Services 
were provided by adult protective services 
workers or through other sources when 
funding was available and seniors were 
eligible. 


State Supplemental Payments - These benefits 


are 100 percent general fund and supplement 
federal Social Security Supplemental Income 
(SSI) payments to SSI eligible individuals 
who reside in designated residential care 
facilities. There is no change in the 2001 
biennium appropriation. 


Funding 

The Senior and Long-Term Care Division is 
funded primarily by federal funds (see Table 
21). Federal funds rise from 71 percent of the 
division budget in fiscal 1998 to 73 percent in 
fiscal 2001. Two significant changes in 
federal funds account for the increase: 1) a 
legislative audit recommendation that Eastern 
Montana Veteran's Home federal 
reimbursement be recorded as a budgeted 
expenditure rather than non-budgeted; and 2) 
an increase in the federal match rate for 
Medicaid benefits. Medicaid benefit funding 
is by far the most significant funding source 
in the division budget, accounting for 68 
percent of the total appropriation in fiscal 
2001. Other federal funding sources support 
aging services and _ federal Véeterans' 
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Administration funds. Some of the federal grants supporting aging services require a 25 percent match. 


General fund comprises about 25 percent of the division 2001 biennium appropriation and supports all division functions 
except for veterans' homes and services. General fund pays the state match for the Medicaid program, provides a "block 
grant" for aging services, and fully supports monthly state supplement payments for SSI Medicaid eligible persons. State 
special revenue provides about 2 percent of total division funding. All state special revenue shown in Table 21 for the 
2001 biennium appropriation, except $48,000, supports the two veterans' homes. The single largest source of state special 
revenue funds is payments from veterans and their spouses for care at the veterans' homes. The 1997 legislature 
appropriated Medicaid lien and estate recovery proceeds above $600,000 to the division in the 1999 biennium. Fiscal 
1998 expenditures from lien and estate recovery were $132,480 and were removed from the 2001 biennium because the 
appropriation was designated one-time-only. The legislature added a similar language appropriation for up to $1 million 
for the 2001 biennium, which is discussed in the "Language" section. 


Federal funds provide nearly three quarters of division funding. Medicaid services matching funds are the single most 
significant funding source for the division, providing 68 percent of the total. Federal funds that support meal services for 
senior citizens are the second most significant federal source providing about 1.5 percent of total division funding. 
Combined, the three federal sources for veterans’ services also provide about 1.5 percent of total funding. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FTE Fund Funds FTE Fund Funds 


Statewide Present Law 


Personal Services 117,716 
Inflation/Deflation 3,559 
Fixed Costs 10,496 


Total Statewide Adjustments $131,771 
Present Law Adjustments ° 


HCBS Waiver Adjustment : 786,796 2,826,135 ; 769,254 2,826,060 
Nursing Home Adjustment : 201,543 341,866 : 332,604 820,204 
Community Services Adjustment 3 490,872 1,763,190 ; 962,548 3,536,180 
MVH Op Exp Adjustment P 0 149,989 , 0 163,411 
Increased Institutional Caseload 4 0 (886,269) : 0 (568,169) 
RPO position upgrades 3 0 20,424 ; 0 20,424 
Social Security Contract Increase ‘ 30,188 30,188 ‘ 30,188 30,188 
Aging Benefits Base Adjustment d (99,526) (99,526) : (99,526) (99,526) 
Lien/Estate Base Adjustment : 0 (132,480) : 0 (132,480) 
MVH Indirect Op Expense Adjustment 4 0 (5,775) ; 0 (5,775) 
Rate Reduction ; (754) (1,936) 4 (754) (1,936) 


Total PL Adjustments ‘ $1,409,119 $4,005,806 4 $1,994,314 $6,588,581 


Present Law Adjustments Total $4,137,577 $6,695,536 


Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


DP_1 - HCBS Waiver Adjustment - The legislature approved the executive request to add $5.7 million total funds, 
including $1.6 million general fund, for expansions of the Medicaid Community Services Waiver (HCBS) program 
approved by the 1997 legislature. The present law base adjustment is the difference between the fiscal 1998 waiver 
expenditures and projected annualized expenditures for fiscal 1999. The adjustment includes the provider rate increase 
funded in fiscal 1999, anticipated transfers from the aging services program and home based services Medicaid program, 
and service expansions funded by the 1997 legislature. 
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DP 2 - Nursing Home Adjustment - The legislature added $1.2 million total funds ($534,000 general fund) over the 
biennium for growth in the Medicaid nursing home program of 0.5 percent in each year of the 2001 biennium and for the 
1.5 percent rate increase in fiscal 1999 approved by the 1997 legislature. The growth in Medicaid nursing home bed days 
has stabilized in the past several years, largely due to the growth of privately funded levels of care such as assisted living. 
Expansions in Medicaid home based and community waiver services also provide alternatives for some Medicaid eligible 
persons who might otherwise be placed in nursing homes. 


DP 3 - Community Services Adjustment - The legislature approved the executive request to add $5.3 million total funds 
($1.5 million general fund) for growth in the Medicaid community services program. The annual rate of increase from 
fiscal 1998 is about 6 percent in fiscal 2000 and 9 percent in fiscal 2001. 


DP 5 - MVH Op Exp Adjustment_- The legislature approved the executive request for $313,000 from cigarette tax funds 
over the biennium for increased operating costs at the Montana Veterans' Home. Operating cost increases cover: 1) 
expenditures for laundry and food services; 2) services costs for the Columbia Falls sewer and water system; 3) overtime 
and holiday pay; 4) professional service contract increases; and 5) an adjustment for bed taxes paid on each nursing bed. 
Energy savings from a recent retrofit offset some cost increases. 


DP_8 - Increased Institutional Caseload - This adjustment reduces federal Medicaid funds by $1.5 million over the 
biennium due to estimated reductions in the number of Medicaid eligible persons served at the state institutions. Several 
facilities administered by DPHHS are fully or partially funded from the general fund. DPHHS receives rezmbursement 
for the cost of care for Medicaid eligible recipients, which is deposited to the general fund to offset the cost of care. This 
appropriation is used to record expenditures in the appropriate federal funding source. 


DP._9 - RPO Position Upgrades - The legislature added $41,000 federal funds over the biennium to fund an upgrade for 
regional program officers (RPO) effective July 18, 1998. The legislature removed $20,400 general fund requested by the 
executive. Regional program officers are located in eight locations around the state. They: provide policy direction and 
guidance to providers; evaluate and analyze regional service delivery; conduct provider compliance audits; evaluate the 
need for and provide training to providers; and resolve disputes between providers, consumers, and other state agencies. 


DP 10 - Social Security Contract Increase - The legislature added $60,000 general fund for the increased cost of the Social 
Security Administration adding the state supplement amount to federal SSI payments. This service allows SSI recipients 
to receive one check that includes the federal payment and state supplement. The cost increase for this service was passed 
in federal legislation. The cost is based on an average monthly caseload of 925 at a monthly cost of $8.50 for each 
eligible person. 


DP 11 - Aging Benefits Base Adjustment - The legislature reduced general fund in the aging services program by a net 
$199,052. Aging services general fund was transferred to the Medicaid Community Based Services Waiver to fund 
expanded Medicaid services as approved by the 1997 legislature. An increase of $81,417 for the fiscal 1999 provider rate 
increase offsets a portion of the general fund transfer. 


DP_12 - Lien/Estate Base Adjustment - This present law adjustment removes $264,960 state special revenue of 
expenditures funded by a one time only appropriation of lien and estate collections. The adjustment reflects only the state 
special revenue reduction because the federal Medicaid matching funds were not included in the base budget. Total 
annual costs supported by lien and estate recoveries were $450,000. The legislature continued language in HB 2 to allow 
up to $1 million of lien and estate collections to be used to match federal Medicaid funds for one-time expenditures. The 
language directs that lien and estate funds expended for nursing home services must be directed toward one-time costs 
such as staff training or staff bonuses. 


DP 13 - MVH Indirect Op Expense Adjustment - The legislature approved the executive request to reduce $12,000 
cigarette tax funds to account for adjustments to the indirect operational expenditures at the Montana Veterans' Home. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 


PUBLIC HEALTH & HUMAN SERVICES B-80 SENIOR & LONG-TERM CARE SVCS 








ee eee OE 
‘ - 





PUBLIC HEALTH & HUMAN SERVICES 


New Proposals 


Description 


Increase Medicaid Waiver Services 
Nursing Home Rate Increase 

Home & Community Provider Rate Incr 
Area Agency on Aging Funds for Medi 
Adult Protective Services Staff 

MVH Domiciliary Direct Care Staff 
MVH Equipment 

EMVH Maintenance Fund 

EMVH Equipment 


1 
2 
3 
4 
=) 
6 
"] 
8 
9 


Fiscal 2000 
FTE 


Als) 
.00 
.00 
.00 
3.00 
1.60 
.00 
.00 
.00 


Fiscal 2000 
General 
Fund 


293,905 
265,226 
56,542 


0 
232,083 
0 
0 
0 
0 
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Fiscal 2000 Fiscal 2001 Fiscal 2001 
Total Fiscal 2001 General Total 
Funds FTE Fund Funds 


1,029,060 
952,677 523,848 
203,097 120,819 
750,000 : 0 
287,715 285,818 

36,781 0 
(25,727) ‘ 0 
24,000 ; 0 
31,450 : 0 


600,568 2,179,809 
1,924,495 
443,862 
750,000 
391,565 
36,550 
(30,349) 
24,000 
11,450 





Waiver Provider Rate Increase 40,528 
Aging Provider Rate Increase 54,178 
EMVH VA Funding : 0 
Direct Care Worker Wage Incr. 1,249,421 
Offset Vacancy Savings Direct Care : 0 


145,576 79,648 
54,178 108,897 
1,045,095 ‘ 0 
4,066,584 2,536,944 
49,088 : 0 


292,609 
108,897 
1,064,066 
8,433,612 
48,738 


Total New Proposals $2,191,883 $8,649,574 $4,256,542 $15,679,304 


New Proposals 

DP. 1 - Increase Medicaid Waiver Services - The legislature added $3.2 million total funds ($894,500 general fund) and 
0.75 FTE for additional home and community based Medicaid services to 66 persons in fiscal 2000 and 130 persons in 
fiscal 2001. Legislative action was $159,000 general fund less over the biennium than the executive request. Funds will 
provide additional assisted living for the elderly, supported living services, and basic services for individuals with 
traumatic brain injuries, and other severe physical disabilities. Additional slots will allow DPHHS to provide these 
services under three different scenarios: a group living situation for people who are ventilator dependent; a group living 
situation for individuals with a traumatic brain injury; and independent or shared apartment living for individuals with 
severe disabilities. The department estimated that annualized cost of the increase for the 2003 biennium will be about 
$2.5 million - $1.5 million greater than the amount appropriated for the fiscal 2000 base budget year. 


DP 2 - Nursing Home Rate Increase - The legislature approved a 1 percent provider rate increase that adds $2.9 million 
total funds ($0.8 million general fund) over the biennium for a 1 percent increase each year to private providers of 
Medicaid nursing homes services. 


DP_3 - Home and Community Provider Rate Increase - The legislature added $647,000 total funds ($177,000 general 


fund) for a 1 percent increase each year to the private providers of community-based Medicaid services for the aging. 


DP 4 - Area Agency on Aging Funds for Medicaid - The legislature approved the executive request for $1.5 million 
federal authority over the biennium to expand Medicaid services for senior citizens. The 1997 legislature gave DPHHS 
the approval to use some of the general fund appropriated for contracts with the Area Agencies on Aging as state 
matching funds to increase services under the Medicaid Community Services Waiver, continuing a policy implemented 
during the 1999 biennium. About $99,000 in general fund was reallocated in fiscal 1998, which generated almost 
$249,000 in additional federal Medicaid funding for community based services to an estimated 82 senior citizens at risk of 
placement in a nursing home. The average cost per recipient was $4,244. 


DP_5 - Adult Protective Services Staff - The legislature funded 3.0 FTE and approved $679,000 over the biennium, 
including $518,000 general fund, for additional Adult Protective Services staff and for services for adults at risk of abuse 
and neglect. Legislative action reduced the executive request by 3.0 FTE and $123,000 general fund over the biennium. 
The Adult Protective Service program is administered by the Child and Family Services Division, but will be transferred 
to the Senior and Long-Term Care Division. 


DP 6 - MVH Domiciliary Direct Care Staff - The legislature approved the executive request to add 1.6 FTE and $73,000 
cigarette tax funds for a direct care staff person to assist and supervise veterans living in the domiciliary unit at the 
Montana Veterans' Home. Over the past several years the characteristics of the residents of the domiciliary unit have 
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changed. Domiciliary residents today have a greater need for mental health or substance abuse services and/or need more 
assistance with activities such as dressing, bathing, and other self-care behaviors. There are currently no direct care staff 
assigned to work in the domiciliary on a full-time basis. When a resident requires routine assistance with self-care, he/she 
must move to the nursing care unit in the Montana Veteran's Home, at a significantly higher cost. The new FTE will 
assist residents to complete basic activities of daily living such as bathing, dressing, grooming, hygiene, and in addition, 
make more opportunities for structured activities available to residents of the domiciliary 


DP 7 - MVH Equipment - The legislature accepted the executive proposal to reduce $56,000 cigarette tax funds for the 
Montana Veterans' Home, leaving an equipment budget of about $65,000 over the biennium. Planned equipment 
purchases are less than base expenditures for equipment. Planned purchases include: a sara-lift; a station wagon; a 
commercial dryer; a commercial washer; 2 full electric beds; and some kitchen equipment and window blinds. 


DP 8 - EMVH Maintenance Fund - The legislature approved the executive request for $48,000 from rent reimbursement 
for repair and maintenance costs at the Eastern Montana Veterans' Home. The amount collected for rent will be 
segregated into its own state special revenue account for repair of the home. Because the nature and cost of repairs of the 
facility are unknown and vary from year to year, it is requested that language be added to HB 2 that allows the 
expenditure rent funds for repairs at the home. The contractor was not charged any rent because of the low facility 
occupancy during the initial start-up phase. As occupancy has risen and the need for ongoing repair and maintenance has 
increased, the Executive Budget proposed charging rent and using it to fund facility repairs, and the legislature concurred. 


DP 9 - EMVH Equipment - The legislature accepted the executive proposal for $43,000 cigarette tax funds for equipment 
at the Eastern Montana Veterans' Home. Planned equipment purchases include three geri-chairs, a sara-lift, a max1-lift, 
and an accessible van. 


DP 12 - Waiver Provider Rate Increase - The legislature added $438,000 over the biennium ($120,000 general fund) for a 
1 percent increase each year to the private providers of Medicaid Home and Community Based waiver services. 


DP 13 - Aging Provider Rate Increase - The legislature approved $163,000 general fund for a 1 percent increase each year 
to the private providers of aging services. 


DP 14 - EMVH Veterans’ Administration Funding - The legislature adopted the executive request to add $2.1 million of 
federal Veterans' Administration ret1mbursements for the Eastern Montana Veteran's Home to comply with a legislative 
auditor recommendation that these pass-through federal funds be budgeted expenditures. The reimbursement must be paid 
to the State of Montana in compliance with Veterans’ Administration regulations. Funds are passed through to the 
contractor that operates the facility for the state. DPHHS received a budget amendment in fiscal 1998 to comply with the 
legislative audit recommendation. 


DP _ 15 - Direct Care Worker Wage Increase - The legislature approved $12.5 million total funds including $3.8 million 
general fund over the biennium for wage increases for direct care workers in nursing homes, community and home based 
services, and aging community services. The budgeted amounts are based on estimates of providing each direct care 
worker a 25 cents per hour increase in fiscal 2000 and another 25 cents per hour increase in fiscal 2001 (a total of 50 cents 
per hour in fiscal 2001). The appropriation also includes funds to pay benefits estimated to be 28 percent of wages. The 
legislature added language to HB 2 directing the department to provide reasonable assurance that the funds are used solely 
for direct care wage and benefit increases. The language also specifies that not all providers must receive the same rate of 
increase each year of the biennium. 


DP_16 - Offset Vacancy Savings Direct Care - The legislature added about $98,000 of state special revenue from the 
cigarette tax to offset vacancy savings costs for direct care staff at the Columbia Falls veterans' homes. Since the 
department cannot leave the positions vacant, the legislature restored funds removed for vacancy savings. 


PUBLIC HEALTH & HUMAN SERVICES B-82 SENIOR & LONG-TERM CARE SVCS 














PUBLIC HEALTH & HUMAN SERVICES 22-SENIOR & LONG-TERM CARE SVCS 


Language 

"Up to $1 million of the general fund share from lien and estate recoveries pursuant to Title 53, chapter 6, part 1, in excess 
of the first $600,000, and up to $2 million in federal funds, is appropriated over the biennium on a one-time basis in the 
amount of 50% to the Medicaid home and community waiver program and 50% to the Medicaid nursing home program. 
Lien and estate funds allocated to the Medicaid nursing home program must be used for staff training, bonuses for direct 
care staff, or other one-time benefits for staff." 


"The department may supplement funds appropriated for nursing home rate increases with funds appropriated for 
increased nursing home bed days in order to address the increased staffing needs associated with caring for a more 
difficult nursing home patient population and to avoid inappropriate decreases in the department's current nursing home 
reimbursement formula, as long as total program expenditures do not exceed the appropriation for nursing homes." 
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Program Proposed Budget 





Base PL Base New Total PL Base New Total Total 
Budget Adjustment Proposals Leg. Budget Adjustment Proposals Leg. Budget Leg. Budget 
Budget Item Fiscal 1998 Fiscal 2000 Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 Fiscal 2001 Fiscal 00-01 


Neal We: 647.42 (100.00) 4.00 551.42 (100.00) 4.00 551.42 


Personal Services 21,255,588 (1,714,785) 124,578 19,665,381 (1,845,087) 1235727 19,534,228 
i 6,789,403 (595,036) 2,785,023 8,979,390 (595,199) 2,791,700 8,985,904 
308,910 (158,260) 0 150,650 (158,260) 0 150,650 

Local Assistance 3 0 0 3 0 0 3 
Grants 3,752,236 2,159,463 151,610 6,063,309 2,159,934 153,236 6,065,406 
Benefits & Claims ie" 7333351099 1,410,334 251,264 74,997,293 3,782,838 504,101 77,622,634 
Transfers 0 0 0 0 0 0 0 
Debt Service 109,771 0 0 109,771 0 0 109,771 


Total Costs $105,551,606 $1,101,716 $3,312,475 $109,965,797 $3,344,226 $3,572,764  $112,468,596 $222,434,393 
General Fund 44,888,301 280,303 190,074 45,358,678 888,159 447,837 46,224,297 91,582,975 


State/Other Special 21,487,273 (3,045,559) 1,342 18,443,056 (3,493,959) 1,376 17,994,690 
Federal Special 39,176,032 3,866,972 3,121,059 46,164,063 5,950,026 3,123,551 48,249,609 


Total Funds $105,551,606 $1,101,716 $3,312,475 $109,965,797 $3,344,226 $3,572,764 $112,468,596 $222,434,393 


Program Description 

The Addictive and Mental Disorders Division (AMDD) is responsible for providing alcohol and drug prevention, 
treatment and aftercare services, and mental health treatment services. Alcohol and drug services are provided through 
inpatient and outpatient settings. Direct inpatient services are provided at the 76 bed.Montana Chemical Dependency 
Center (MCDC) in Butte. Other inpatient, outpatient, and prevention services are provided through contracts with 
community-based programs around the state. 


Mental health services are provided through Medicaid, state general fund, and two state institutions. Montana State 
Hospital (MSH) at Warm Springs (135 beds) and the Montana Mental Health Nursing Care Center (MMHNCC) at 
Lewistown (165 beds) contract with the managed care organization to provide services to individuals needing these more 
intensive levels of care. Both facilities continue to serve individuals who are not the responsibility of the managed care 
program. 


The mental health system is authorized in Title 53, Chapter 21, Parts 1 through 5 and Part 64, MCA and Public Law 102- 
321, CFR. The chemical dependency program is authorized in Title53, Chapters 1, 24 and 26, MCA and Part C, Title 
XIX of the Social Security Act. 


Program Narrative 

The division budget increases $11.3 million total funds over the biennium compared to the fiscal 1998 base budget. 
Present law adjustments account for $4.4 million of the increase and new proposals account for $6.9 million. General 
fund rises by a net $1.8 million over the biennium. Federal funds rise by $16 million and state special revenue declines by 
$6.5 million. 


The decline in state special revenue is due to lower anticipated reimbursements from the mental health managed care 
company for state institution services. The Executive Budget anticipated continuation of the mental health managed care 
contract and budgeted for a reduction of the number of managed care clients receiving state institution services. The 
legislature declined to continue funding for the contract and the department terminated the managed care contract 
effective fiscal 2000. However, the legislature did not remove the state special revenue appropriation for managed care 
reimbursements. If the department re-contracts for mental health care management during the 2001 biennium, the 
appropriation authority remains in the division budget to accommodate such payments. 


The total division appropriation increase is offset by a net decrease of 96 FTE and operating cost reductions of $7.5 
million due to downsizing the state hospital. The most significant biennial increases are: 
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increases in two federal chemical dependency grants for prevention and treatment - $10.4 million and 4 new FTE; 
mental health services increases - $5.2 million; 

overtime, differential, and holiday pay at state facilities - $1.4 million; 

provider rate increases - $.7 million; and 

federal Medicaid matching funds for pilot outpatient community chemical dependency programs - $.3 million. 


General fund increases by a net of $1.8 million over the biennium compared to the fiscal 1998 base budget. Eliminating 
one-time costs for the purchase of computer software, removing costs for the maintenance and insurance of the Galen 
campus, and other small changes offset total general fund increases by $1.3 million over the biennium. An additional 
offset of $2.6 million general fund is due to an increase the federal matching rate for the Medicaid funded portion of 
mental health services. Major components of the general fund increase are: 


e annualization of the fiscal 1999 provider rate increase for general fund supported mental health services for low- 
income Montanans - $1 million; 
an increase in funding for Medicaid mental health services - $.9 million; 
a 1 percent provider rate increase - $0.7 million; and 
population and overtime, shift differential, and holiday pay adjustments for the general fund supported services at the 
state mental health facilities - $0.5 million. 


Staffing decreases by a net 96 FTE and personal services costs decrease by about $1.7 million each year of the 2001 
biennium compared to the fiscal 1998 budget. Downsizing the state hospital reduces FTE by 100 and the legislature 
approved funding for 4 new FTE from federal chemical dependency grants. The 4 FTE are funded as a one-time-only 
expenditure. 


The total FTE reduction due to downsizing the state hospital was 120.5 FTE. However, in fiscal 1998, 20.5 FTE were 
transferred from MSH to other programs within DPHHS. Legislative action funded the transfer for a net reduction of 100 
FTE. 


Table 22 shows the division 2001 biennium appropriation by major function, compared to fiscal 1998 base expenditures. 
Total funds increase about 2 percent annually from fiscal 1998 through fiscal 2001, while general fund increases 1 percent 
annually. General fund declines from 43 percent of the total budget in fiscal 1998 to 41 percent in fiscal 2001 because of 
the increase in the federal Medicaid matching rate and because of significant increases in federal chemical dependency 
grants. 


Table 22 
Addictive and Mental Disorders Division 
Base Budget Compared to 2001 Biennium Legislative Appropriations 


Fiscal 1998 Base Fiscal 2000 Fiscal 2001 Percent 
Function General Fund SSR Federal Total Funds General Fund SSR Federal Total Funds General Fund SSR Federal Total Funds _ of Total 


Division Administration $607,743 $46 $323,885 $931,674 $500,316 $0 $309,948 $810,264 $498,036 $0 $309,006 $807,042 0.72% 
Mental Health 44,069,462 19,091,864 35,440,203 98,601,529 44,644,469 15,845,005 37,124,639 97,614,113 45,511,154 15,384,459 39,212,124 100,107,737 89.01% 
Chemical Dependency 211,096 2,395,363 3.411.944 = 6.018.403 213,893 2.598.051 8.729.476 = 11,541.420 215.107 = 2.610.231 = 8.728.479 = 11,553,817 10.27% 


Total " $44,088,301 $21.497.273 $39,176,032 $105,551.60 $45,356,678 $18,443.05 $46,164,063 $109.965.797 $46,224.27 $17,904,690 $48,249,609 $12,468,596 100.00% 
Percent of Total 42.53% 20.36% 37.12% 100.00% 41.25% 16.77% 41.98% 100.00% 41.10% 16.00% 42.90% 100.00% 


Compunded Annual Rate of Change from 1998 0.52% -7.35% 8.55% 2.07% 0.98% -5.74% 7.19% 2.14% 





The mental health function is the largest component of the budget, accounting for 89 percent of the fiscal 2001 
appropriation. The fiscal 2001 appropriation for the chemical dependency function increases almost 200 percent from the 
fiscal 1998 base budget. The growth is due to increases in two federal grants for prevention and treatment activities. 
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Federal funds increase about 7 percent annually from the base through fiscal 2001. 


Table 23 shows the division 2001 biennium appropriation compared to base budget expenditures for each category of 
administration, and benefits and grants. 


Table 23 
Addictive and Mental Disorders Division 


Function 


Administration 
Division Administration 
Mental Health 
Chemical Dependency 


Total Administration 
Percent of Total 


Grants 

Chemical Dependency 
SAPT Block Grant 
Low-Income Children 

Services 

Pilot Programs - CD 
Other Services 
Mental Health - PATH 


Total Grants 
Percent of Total 


General Fund 


2001 Biennium Appropriations by Subcategory Compared to the Fiscal 1998 Base 


Fiscal 1998 Base 
SSR Federal 


$586,443 $46 
5,402,156 19,091,864 
50.096 2.395.363 


$6,038,695 $21,487,273 
13.45% 100.00% 


$319,165 
376,809 
271.095 


$967,069 
2.47% 


$3,138,989 
0 


0 
6,580 
296,252 


$0 $3,441,821 
0.00% 


Total Funds 


$905,654 
24,870,829 
2.716.554 


$28,493,037 


$3,138,989 
161,000 


0 
27,880 
395,002 


$3,722,871 


Fiscal 2000 


General Fund SSR Federal 


$305,228 
432,308 
3.225.019 


$3,962,559 
8.58% 


$500,316 $0 
5,949,327 15,845,005 
49,944 2,598,054 


16,499,584 $18,443,096 
14.33% 


$0 $5,349,117 
162,610 0 


$5,801,949 
12.57% 


Total Funds General Fund 


$805,544 
22,226,640 
9,873,014 


$28,905.199 
26.29% 


$5,349,117 
162,610 


150,000 
6,580 
395,002 


86,063,309 


Fiscal 2001 


SSR Federal Total Funds 


$498,036 $0 
6,222,840 15,384,459 
49.495 2,610,234 


$6,770,371 $17,994,690 
14.65% 100.00% 


$304,286 
487,857 
3,223,352 


4.015.495 
8.32% 


$802,322 
22,095,156 


$5,349,588 $5,349,588 
0 164,236 


150,000 
6,580 
296,252 


£5,802.420 
12.03% 


150,000 
6,580 
395,002 


86,065,406 


Percent 
of Total 


Benefits 
Mental Health Services 
Medicaid 
Low-Income Services 


$0 $33,895,606 
871,537 


$48,304,982 
25,030,716 


$73,339,698 
69.48% 


$13,707,042 
24,890,691 0 


$38,997,733 40 
85.09% 0.00% 


$35,528,023 $49,235,065 
871,537 25,762,228 


$36,399,560 $74,997,293 
78.85% 68.20% 


$14,047,644 $0 $37,560,158 
25,143,295 0 871,537 


$39,190,939 $0 $38,431,695 
84.78% 0.00% 79.65% 


$14,409,376 
24,159,179 0 


$38,568,959 $0 $34,767,143 
85.92% 0.00% 88.75% 


$51,607,802 
26,014,832 


$77,622,634 
69.02% 


Total Benefits 
Percent of Total 


Total Division $44,888,301 $21,487,273 $39.176.032 $105.551.606 $45,358,678 $18,443,056 $46,164,063 $109.965,797 $46,224,297 $17,904,600 $48,249,609 $112.468,596 100.00% 





Administrative functions account for 26 percent of the total fiscal 2001 appropriation. The total general fund supporting 
administrative costs rises from 13 percent of the base budget to 15 percent in fiscal 2001 due to increases in the mental 
health function. Federal funds supporting administrative functions rise from 2.5 percent of the total base budget to 8 
percent of the fiscal 2001 appropriation. 


Grants account for about 5 percent of the fiscal 2001 appropriation while benefits comprise the largest share of the fiscal 
2001 appropriation, accounting for 69.0 percent. Medicaid mental health services are the single largest component of the 
division appropriation at 46 percent of the total. Mental health services account for 85 percent of the total general fund 
appropriation for the division in fiscal 2001. 


Administration 


Division administration represents the resources allocated to management of all division programs. Total division 
administration is less than 1 percent of the fiscal 2001 appropriation. General fund declines due to the sale of the Galen 
facility for a total reduction in operating costs of about $103,000 each year. Other increases for annualization of the fiscal 
1999 pay plan, rent, and statewide cost adjustments offset the reduction. 


Mental health administration includes operating costs for MSH and MMHNCC, as well as administration for community 
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mental health and Medicaid services. Total appropriations decline by $5.4 million from the 1998 base, while the general 
fund cost rises about $1.4 million. General fund increases for mental health administration include: overtime, shift 
differential, and holiday pay at MSH and MMHNCC, and statewide adjustments including annualization of the fiscal 
1999 pay plan. 


The reduction in total mental health administration appropriation authority is due to reductions in state special revenue 
authority. State special revenue funds represented payments from the mental health managed care contractor to the 
department for state institution services during the 1999 biennium. The department canceled the managed care contract 
effective fiscal 2000, but the legislature left the state special revenue appropriation intact in the event the department 
contracts for care management during the 2001 biennium. 


Chemical dependency administration includes MCDC operating costs and division administrative staff and resources to 
administer contracts for chemical dependency community services. Chemical dependency functions are funded primarily 
from federal grants and state liquor license and excise taxes. The significant increase in federal funds is due to large 
increases in two federal grants and the increase in state special revenue is due to operating cost increases at MCDC. 


Grants 


Substance Abuse Prevention and Treatment (SAPT) Block Grant — The department receives a federal block grant to fund 
chemical dependency treatment. The amount Montana receives increased $2.2 million annually. The department 
contracts with approved chemical dependency programs to provide prevention and treatment services. Community 
programs charge fees based on a sliding fee scale and supplement costs with block grant funds. The state must use 35 
percent of the block grant for drug related programs and 65 percent for alcohol related programs. Within that distribution, 
20 percent must be used for prevention and 10 percent must be used for programs targeted to pregnant women. 


The department funds chemical dependency treatment for low-income children with $161,000 general fund each year. 
The increase in the 2001 biennium, from the base, is for a 1 percent provider rate increase. 


The legislature appropriated $300,000 federal Medicaid matching funds over the biennium for pilot chemical dependency 
outpatient programs managed by community providers. Currently the state limits Medicaid reimbursement for outpatient 
programs to those administered by hospitals. Local funds will provide the required matching funds (about $129,000 over 
the biennium). The legislature required the department to provide an evaluation and outcome measures for the pilot 
programs. 


Other chemical dependency grants include contracts for computer data entry and system support for collection of 
chemical dependency data and for maintenance of the Galen campus. As noted previously, the appropriation to continue 
funding for maintenance of Galen was discontinued, resulting in the general fund reduction. 


PATH/Homeless Grant — The department receives a federal grant to fund outreach and identification of homeless 
mentally ill adults and to help locate housing for those individuals. Some temporary, short-term housing may also be 
provided, subject to funding availability. The grant, which totals $395,002, is funded 25 percent general fund and 75 
percent federal funds. 


Benefits 


Mental health services are the single largest component of the division budget. Medicaid services include appropriations 
for mental health services for Medicaid eligible individuals. The general fund and a small federal grant fund services for 
Montanans with incomes below 150 percent of the federal poverty level ($25,050 for a family of four in 1999) and who 
are seriously mentally ill (adults) or seriously emotionally disturbed (children). The state uses the federal Mental Health 
Block Grant to fund some of the services provided to low-income Montanans. During the 1999 biennium, some of the 
funds supporting low-income services were used to pay MSH and MMHNCC costs for persons eligible for low-income 
services and some of the funds listed in Medicaid benefits were used to pay MMHNCC costs. Such payments were 
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recorded as state special revenue for the state institutions. 


Increases in the Medicaid funded portion of mental health services include adjustments for increases in the number of 
persons expected to be eligible for the program and in the average cost for each of those persons. The increases in the 
low-income services benefits include annualization of the fiscal 1999 provider rate increase and a 1 percent provider rate 
increase authorized for the 2001 biennium. 


Mental Health Services Budget 


The legislature appropriated $197.8 million over the biennium for mental health services. Table 24 shows the allocation 
of the appropriation among mental health services components. 


Table 24 
Allocation of Mental Health Appropriation Compared to Fiscal 1998 Base Budget 


1998 Base Budget Fiscal 2000 Appropriation Fiscal 2001 Appropriation Percent 
General Fund SSR Federal Fund Total General Fund SSR Federal Funds Total General Fund SSR Federal Funds Total of Total 


Administration $81,103 $36,549 $376,809 $494,461 $362,566 $1,280 $432,308 $796,154 $419,381 $1,280 $487,857 $908,518 0.91% 

Montana State Hospital 5,069,091 13,347,137 0 18,416,228 5,339,239 9,848,626 0 15,187,865 5,556,269 9,407,435 0 14,963,704 14.95% 

Nursing Care Center 251,962 5,708,178 0 5,960,140 247,522 5,995,099 0 6,242,621 247,190 5,975,744 0 6,222,934 6.22% 

Medicaid 14,409,376 0 33,895,606 48,304,982 13,705,700 0 35,524,543 49,230,243 14,046,268 0 37,556,479 51,602,747 51.55% 

State Services 24,159,179 0 871,537 25,030,716 24,890,691 0 871,537 25,762,228 25,143,295 0 871,537 26,014,832 25.99% 

PATH (Homeless) 98,754 10} 296,252 395,002 98,751 ce} 296,252 395,002 98,751 0] 296.252 395,002 0.39% 
Grant 


Total $44,069,462 $19,091,864 $35,440,203 $98,601,529 | $44,644,469 $15,845,005 $37,124,639 $97,614,113 | $45.511.154 $15,384,459  $39.212.124 $100.107,737 100.00% 


Annual Compounded Rate of Change from Fiscal 1998 0.65% -8.90% 2.35% -0.50% 1.08% 3.43% 0.51% 





Over half of the mental health appropriation is for Medicaid funded services, while about one quarter of the appropriation 
supports services for low-income Montanans with incomes below 150 percent of the federal poverty level. Together 
appropriations for the state institutions for mental diseases makes up about one-fifth of the appropriation. 


The legislature accepted the executive budget request for mental health, which was based on continuation of the managed 
care contract, with one exception. The department requested $770,000 general fund in fiscal 2000 to fund increased costs - 
for the MSH due to delays in construction of the new state hospital. Instead, the legislature directed the department and 
the Department of Administration to pursue allowable penalties in the construction contract and appropriated up to 
$700,000 in state special revenue to cover the cost of construction delays. The legislature passed HB 470, which 
appropriated up to $1 million in general fund from fiscal 1999 reversions from the department to fund additional MSH 
costs. 


The Executive Budget included $31.2 million in state special revenue over the biennium for anticipated payments from 
the managed care company for state institution services. Since the managed care contract was terminated, state 
institutions will be funded directly from general fund and Medicaid funds instead of the state special revenue, unless (and 
until) the department negotiates a new managed care contract and continues a funding mechanism similar to that for the 
1999 biennium. Therefore, Table 24 does not accurately portray how the department will fund MSH and MMHNCC 
costs. Table 24 shows that most of the services will be funded from state special revenue funds. 


MSH services will be funded predominantly from general fund, since Medicaid will not reimburse services provided in a 


state institution for mental disease to persons ages 21 though 65. More of the MMHNCC services will likely be funded 
through Medicaid, since most patients are over the age of 65. 
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General fund to cover MSH and MMHNCC costs will be shifted from the state services benefit item shown in Table 24. 
Preliminary estimates are that state funding for low-income services to the 150 percent of poverty population will be 
reduced at least $11.9 million in fiscal 2000 and $10.5 million in fiscal 2001 from the amounts shown in Table 24 to cover 
state institution costs. As noted previously, during the base year some low-income services funding paid for state 
institutions services provided for eligible persons and some Medicaid benefits funds reimbursed services provided by 
MMHNCC. 


If the department is unable to lower the MSH population to the levels projected for the 2001 biennium, the shift of general 
fund from low-income services will be even greater than the preliminary estimates. Table 25 shows the anticipated 
average daily population at both institutions for the 2001 biennium. The population at MSH on May 25, 1999, was 169, 
which is 34 greater than the population projected beginning July 1. 


Table 25 
Average Daily Population for State Institutions for Mental Disease 


Fiscal 1998 Base Estimated Fiscal 2000 Estimated Fiscal 2001 
Institution Forensic Other Total Forensic Other Total Forensic Other Total 


MSH 58 126 184 79 56 135 76 8) 135 
Percent of Total 31.52% 68.48%  100.00% 58.52% 41.48% 100.00% 56.30% 43.70% 100.00% 


MMHNCC 138 138 165 165 165 165 
Percent of Total 0.00% 100.00%  100.00% 0.00%  100.00% 100.00% 0.00%  100.00% 100.00% 





Legislative appropriation committees discussed the projected MSH population. Legislators were concerned that the 
department would not be able to lower the MSH population to estimated levels. The additional appropriation in HB 470 
($1 million from general fund reversions in fiscal 1999) was made to alleviate potentially higher than estimated 
population costs at MSH and to cover the anticipated cost increases due to construction delays at the new state hospital. 


Funding 

The division is funded from general fund, state special revenue, federal block grants, and federal Medicaid funds. 
Alcohol and drug services are funded with general fund, earmarked alcohol tax, and federal block grant funds. The 
mental health system is funded with state general fund, state special revenue, federal Medicaid funds, and federal block 
grant funds. 


The two state operated facilities that provide mental health services (MSH and MMHNCC) are funded with state general 
fund. As discussed previously, state special revenue represents payments for services purchased by contractors that 
operate the mental health managed care program. Since the managed care contract was terminated, the department will 
not receive any reimbursements for this state special revenue source unless it issues new contracts. The department will 
fund state institution costs from general fund and may use federal Medicaid funds if services and clients served are 
Medicaid eligible. Medicaid funding will be a much more significant source of funds for MMHNCC than MSH because 
Medicaid will not reimburse state institutions mental health services for persons between the ages of 21 and 65. 


Table 26 shows the funding for the 2001 biennium appropriation compared to fiscal 1998 expenditures. General fund 


supports 41 percent of the fiscal 2001 budget. About $28.8 million of the total general fund is used to match Medicaid 
benefits and administrative costs over the biennium. 
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Table 26 
Addictive and Mental Disorders Division Funding Summary 


_ Percent of 
Total 


Fiscal 1998 
Actual 


Appropriation 
2000 


Fund Source 2001 


$44,888,301 
42.53% 


$45,358,678 
41.25% 


$46,224,297 
41.10% 


General Fund 41.10% 


Pecent of Total 


State Special Revenue 


Managed Care Rev. - MSH 


Managed Care Rev. - MMHNCC 


Earmarked Alcohol Funds 
MSH Canteen 

MMHNCC Donations 
MSH Donations 
Conference Donations 
Cost Allocation Funds 


Subtotal State Special Revenue 
Pecent of Total 


Federal Funds 

Medicaid Benefits 

Substance Abuse Block Grant 
Youth CD Prevention - CSAP 
Mental Health - Homeless 
Mental Health Block Grant 
Medicaid Administration 
SAMSA Data Contract 

Misc. Mental Health Funds 
Cost Allocation Funds 


Subtotal Federal Funds 
Pecent of Total 


Die go0aLe 
5,001,521 
2,395,363 

125,939 
5,156 
2,646 
1,280 

46 


$21,487,273 
20.36% 


$33,895,606 
3,411,944 

0 

296,251 
871,537 
376,809 
4,757 
51,840 
267,288 


$39,176,032 
37.12% 


$9,720,241 
5,989,943 
2,998,051 
125,939 
5,156 
2,446 
1,280 

0 


$18,443,056 
16.77% 


$35,678,617 
5,979,548 
2,996,448 
296,251 


871,537. 


431,714 
4,757 

0 
305.191 


$46,164,063 
41.98% 


$9,279,048 
5,970,590 
2,610,231 
125,939 
5,156 
2,446 
1,280 

0 


$17,994,690 


16.00% 


$37,711,352 
5,078,326 
2,996,474 
296,251 
871,537 
486,663 
4,757 

0 

304,249 


$48,249,609 


42.90% 


33.53% 
4.96% 
2.66% 
0.26% 
0.77% 
0.43% 
0.00% 
0.00% 
0.27% 


42.90% 


Total Funds $105,551,606 $109.965,797 


2.07% 


$112,468,596 
2.14% 


100.00% 


Annual Rate of Change from 1998 





Federal funds support about 43 percent of the total budget, with Medicaid benefit funding being the single largest source. 
Two federal Block Grants for prevention of youth chemical dependency and chemical dependency (Substance Abuse 
Prevention and Treatment) block grant are the other large federal funding sources, together accounting for 8 percent of the 
fiscal 2001 appropriation. 


State special revenue is 16 percent of the fiscal 2001 budget. Payments from mental health managed care contractors for 
state hospital and nursing center charges are the largest portion of state special revenue, nearly 14 percent of total funding. 
State special revenue declines about $3 million annually in the 2001 biennium compared to the fiscal 1998 base budget. 
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The largest reduction is due to the downsizing of the state hospital and the anticipated declines in the MSH population that 
would have been eligible for managed care services if the contract continued. 


Alcohol funds appropriated to DPHHS provide the state funding for the Montana Chemical Dependency Center and other 
miscellaneous activities. The legislature makes appropriations from the DPHHS alcohol tax allocation while the balance 
of the earmarked account is statutorily appropriated for distribution to counties. The distribution to counties is estimated 
to be slightly more than $1 million annually during the 2001 biennium (see Table 27). The $1.9 million distribution in 
fiscal 1998 was made to comply with a legislative audit finding. DPHHS had not distributed the full remaining balance in 
the earmarked account in previous years, creating a fund balance of about $800,000 more than the historical distribution 
to counties. 


Table 27 
Earmarked Alcohol Tax Fund Revenue and Expenditures 
Fiscal Year 1998 Base Compared to 2001 Biennium 


Fiscal 1998 Fiscal 1999* Fiscal 2000** Fiscal 2001** 
Beginning Balance $755,472 $784 ($0) $0 


Revenues 

1. Beer Tax $773,160 $777,000 $784,000 $791,000 

2. Wine Tax 497,128 518,000 543,000 569,000 

3. Cost Recovery for MCDC*** 66,335 67,000 67,000 67,000 

4. Liquor License 2,665,862 2,775,000 2,804,219 2,845,975 
Total Revenue 4,002.4 $4,137,000 $4,198,219 $4.272.975 


Annual Percent Change 3.36% 1.48% 1.78% 
Total Funds Available $4,757,957  $4,137.784 4.19821 $4,272,975 


Disbursements 

. CD Operations $13,184 $47,627 $54,991 $54,601 
. Cost Allocated Administration*** 75,850 77,746 80,079 82,481 
. MCDC 2,382,179 2,419,393 2,543,060 2,477,886 
. Distribution to Counties**** 1,949,999 1201277 1,107,895 1,248,470 
. State Prison/Swan River/WCC 0 0 0 0 
. Pine Hills 253523 25,614 LI,520 25,523 
. Justice-Breathalyzer Test/Purchas 256,122 256,122 303,205 300,912 
. Quality Assurance - Licensure 59,099 58,131 65,343 65,014 
. Dept of Commerce-CD Board 57,983 51,874 18,123 18.088 


1 
A 
3 
4 
4 
5 
6 
7 
8 


Total Disbursements $4,137,784 $4,198,219 ih 
Adjustments $62,766 $0 $0 


Ending Balance $784 ($0) $0 

*Fiscal 1999 appropriated or estimated 

**Fiscal 2000 and 2001 show legislative appropriations and revenue estimates. 

***Fiscal 1999, 2000, and 2001 estimated at base expenditure amount plus inflation increase. 

****Distribution to counties is estimated to be total funds available after all other costs are paid in 
each fiscal year. 
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Mental Health Managed Care 


Late in the 1997 biennium, the department initiated a contract for management of mental health services with a single 
company. The department initially contracted with CMG Health, which was subsequently sold to Merit Behavioral 
Health and then again to Magellan Behavioral Health Services (Magellan). The contract was continued throughout the 
1999 biennium. 


The contract had undergone a number of difficulties, including a notice to terminate by Magellan that was later 
withdrawn. Magellan reported a loss of $15 million in the first year of operation and was incurring an estimated $10 to 
$12 million annual loss when the legislature convened. The department made several changes to the contract, including 
lowering income eligibility standards for services. Initially, mentally ill adults and seriously emotionally disturbed 
children with family incomes up to 200 percent of the poverty level ($33,400 annually for a family of four in 1999) could 
receive services. Eligibility was lowered to 150 percent of the federal poverty level ($25,050 for a family of four). The 
company also made changes in service levels in order to curtail financial losses. 


The legislature did not appropriate funds to continue the contract and made funding for mental health services during the 
2001 biennium contingent on the cancellation of the contract. The department cancelled the contract with Magellan 
effective June 30, 1999. The federal Health Care Financing Administration also rescinded the waiver that allowed the 
department to limit freedom of choice for Medicaid recipients and direct them to receive mental health services through a 
managed care contractor. Therefore, the department could not continue the managed care program that had been in place. 
Even if the waiver were continued, it would have been very difficult for the department to find another contractor to begin 
administration of the program in the short time from notification of contract cancellation and June 30. 


The department will re-institute a fee-for-service reimbursement program for all mental health services. The department 
estimated that the cost to revert to a fee-for-service program would result in a shortfall of about $2.9 million general fund 
each year of the biennium. The shortfall is a result of several factors including: 1) loss of flexibility to use Medicaid 
funding to support a variety of community services under managed care that will not be Medicaid reimbursable under fee- 
for-service; 2) cost over-runs in the managed care program that the contractor had been absorbing; and 3) increased 
administrative costs for utilization review contracts and data processing. So, the department made several changes in — 
services and reimbursements to contain costs with the most significant being elimination of payment for 24-hour acute 
care hospitalization for the low-income services (150 percent of poverty) population. 


The legislature took several actions that impact future mental health managed care programs. It passed SB 534 and HJR 
35 and added language to HB 2. 


SB 534 


Development of Delivery System - SB 534 generally revises laws regarding public mental health service delivery. The 
bill implements several requirements if the department contracts for management of mental health services. Some of the 
requirements were imposed to help prevent problems encountered in the mental health managed care contract let during 
the 1999 biennium. The bill requires the department to incrementally implement a managed care system. 


The department is directed to develop a delivery system of mental health managed care that includes the following 
elements: 1) a fixed monetary or capitated payment system; 2) local advisory councils that report to and meet on a regular 
basis with the statewide advisory council; 3) a grievance procedure that provides for consumer appeals at the local level; 
and 4) documentation that evidences a contractor’s ability to provide services through an adequate provider network. SB 
534 also requires that a successful bidder for mental health managed care shall, prior to final award of the contract, enter 
into a contract with MSH and MMHNCC that includes financial incentives for development and use of community based 
services. The department shall implement, for services for children who need mental health services, substantive 
interagency agreements between state agencies responsible for addictive and mental disorders, foster care, children with 
developmental disabilities, special education, and juvenile corrections. SB 534 limits the term of a mental health managed 
care contract to not more than 5 years. 
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Evaluation - SB 534 requires that the department formally evaluate mental health managed care contract performance 
with regard to specific outcome measures. The department must explicitly identify performance and outcome measures 
that contractors are required to achieve in order to comply with contract requirements and to continue the contract. The 
contract must provide for progressive intermediate sanctions that may be imposed for nonperformance. The department 
must evaluate contractor performance at least annually. 


Compliance - SB 534 requires that a public mental health managed care contractor that assumes some of the contract risks 
comply with Medicaid mental health managed care laws. ‘ 


Service Limits - Services may be more limited for non-Medicaid eligible individuals than services provided to Medicaid- 
eligible individuals. SB 534 also provides that a person covered under the state services category (150 percent of poverty 
group) may not be eligible for Medicaid. 


Consultant Reports - The department shall contract with an independent professional consulting firm that is 
knowledgeable and experienced in developing managed mental health care systems. The department shall require, as part 
of the contract, that the consulting firm make regular reports to the Legislative Finance Committee and any other 
appropriate legislative interim committee. Reports must be made at least every six months and must include information 
about the development and implementation of the new mental health managed care system 


Oversight - SB 534 establishes an advisory council. One-half of the members must be consumers of mental health 
services, including immediate family members of recipients of mental health services. Geographic representation must be 
considered when appointing members. The advisory council shall provide to the Legislative Finance Committee and any 
other designated appropriate interim committee a summary of each meeting and a copy of any recommendations made to 
the department. 


Inpatient Youth Psychiatric Hospitalization - SB 534 allows the department to authorize inpatient youth psychiatric 
facilities to participate in the Medicaid program for acute care inpatient hospital services. Payments made by the 
department for such services must comply with statutory requirements, including determination of medical necessity for 
services, diagnostic-related group rates established by the department, and exclusion of services not covered by the 
Medicaid program. The 1991 legislature did not continue funding for inpatient youth psychiatric services, so the 
department eliminated those services from the Medicaid program. The services had been reimbursed under the managed 
care contract with Magellan, so the legislature allowed the department discretion to add those services to the Medicaid 
program. 


Ombudsman - SB 534 creates the office of a mental health managed care ombudsman and attaches the office to the 
Mental Disabilities Board of Visitors, which is attached to the Governor’s Office. The ombudsman is appointed by the 
Governor for a term of four years. The ombudsman shall represent the interest of consumers of services with the 
department and any contractor. The legislature funded the ombudsman position by reducing and _ transferring 
appropriation authority from the division budget. 


HB 2 


HB 2 makes additional requirements regarding administration of mental health services during the 2001 biennium. The 
department must institute copayments for persons served in any mental health managed care program. The department 
must provide for consumer involvement and input in developing requests for proposals, evaluating proposals, and 
implementing mental health managed care contracts. The department must establish a process for public input that 
specifies defined times and opportunities for public input so that interested persons may comment on mental health 
managed care policies, transition to the mental health managed care program, and implementation and oversight of the 
new program. 


The department may spend no more for mental health services than is appropriated in HB 2. 
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HB 2 requires that the department explicitly identify, in its mental health managed care plan, how MSH will be funded 
and how rates and charges will be established for all services at MSH. The department is required to provide this MSH 
information to the Legislative Finance Committee and other appropriate interim committees no later than July 1, 1999. 


HJR 35 


HJR 35 assigns the Legislative Finance Committee to study and oversee the privatization of managed mental health care. 
The interim study may include: .1) review of any contracts or contract amendments for public mental health services; 2) 
review of plans for readiness testing for and implementation of any new contracts; 3) provision of a public forum for 
interested persons to voice their opinions and concerns regarding public mental health services; 4) review of any budget 
proposals that require shifting of funds appropriated by the legislature; 5) review of contingency plans; 6) review of 
outcome measures, performance standards, and quality assurance plans and contract enforcement of theses measures, 
standards, and plans; and 7) other topics identified by Legislative Finance Committee. 


The Legislative Finance Committee is directed to work closely with the Legislative Audit Committee and other 
appropriate interim committees 1n fulfilling the requirements of HJR 35. The Legislative Finance Committee may appoint 
members of interim committees as voting members of any subcommittee assigned to complete HJR 35 assignments. 


Present Law Adjustments 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Present Law Description FIE Fund Funds [pile Fund Funds 


Statewide Present Law 


Personal Services 524,447 368,944 
Inflation/Deflation 6,760 5,932 
Fixed Costs (3,499) 1,339 

Total Statewide Adjustments $527,708 $376,215 


Present Law Adjustments 


Annualize FY99 MHAP Fixed Contract .00 485,070 485,070 .00 485,070 
MSH MHAP Population Adjustment (65.00) 0 (2,736,096) (65.00) 0 


MSH Non-MHAP Population Adjustment (35.00) 95,057 (992,528) (35.00) 41,944 
MMHNCC MHAP Population Adjustment .00 0 119,930 .00 0 
MMHNCC Non-MHAP Population Adjustme .00 (10,743) 4,997 .00 (2,536) 

0 0 


OT,DIFF, Holiday Pay MHAP .00 476,419 .00 

OT,Diff, Holiday Pay - NON- MHAP .00 181,393 181,393 .00 181,393 

MCDC PL Inflation .00 0 60,932 .00 0 

TIER Software OTO .00 (153,408) (153,408) .00 (153,408) (153,408) 
Galen Sale * .00 (102,698) (102,698) .00 (102,698) (102,698) 
MHAP Capitation Adjustment .00 257,594 925,264 .00 897,653 3,297,768 
MHAP Professional Services .00 62,500 125,000 .00 116,250 232,500 
Substance Abuse Prevention Increase 00 0 2,180,763 : 0 2,181,234 
Rate Reduction .00 (1,030) (1,030) 4 (1,030) (1,030) 


Total PL Adjustments (100.00) $813,735 $574,008 (100.00) $1,462,638 $2,968,011 


Present Law Adjustments Total $1,101,716 $3,344,226 





Present Law Adjustments 

The table above shows the changes made by the legislature to the adjusted base budget. Statewide adjustments are 
standard categories of adjustments globally applied by the legislature to all agencies. The other numbered adjustments in 
the table correspond to the narrative descriptions. 


Budget adjustments approved by the legislature were based on continuation of the managed care contract that was 
terminated effective June 30, 1999. The contract administered the Mental Health Access Plan, which provided services to 
Medicaid eligible persons and to low-income seriously emotionally disturbed children and seriously mentally ill adults. 
The department obtained a waiver of federal Medicaid regulations to operate MHAP. The waiver was rescinded when the 
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contract was cancelled. 


The department will return to a fee-for-services mental health program. It will operate a mental health services program 
that offers an array of services to two groups of persons. The Medicaid portion of the program will fund services for 
persons who are Medicaid eligible and the program will be funded from federal Medicaid funds and general fund 
matching state funds. The second program component will offer a separate set of services to low-income Montanans 
(persons with incomes below 150 percent of the federal poverty level - $25,050 for a family of four in 1999) and is funded 
from general fund and a small federal block grant (about $872,000 annually). 


Present law changes and new proposals related to mental health services were designed to continue the managed care 
contract that was operated during the 1999 biennium, but that will cease in fiscal 2000. The legislature did not authorize 
funding for continuation of the contract, but did accept the executive budget request that was based on continuation of the 
managed care. So, budget changes frequently include state special revenue funding that represented payments by the 
managed care company to the department for MSH and MMHNCC services. The legislature did not remove the state 
special revenue authority in the event the department establishes a new contract for management of mental health services 
and wishes to institute a payment system similar to the 1999 biennium contract. 


DP_1_- Annualize FY99 MHAP Fixed Contract - The legislature approved $485,070 general fund each year of the 
biennium to fund the fiscal 1999 rate increase, approved by the 1997 legislature, for the non-Medicaid population fixed 
funding pool for mental health services. Although the managed care contract was terminated, the legislature continued the 
mental health appropriations to support community services for low-income Montanans who are not eligible for Medicaid. 


DP 6 - MSH MHAP Population Adjustment - The legislature accepted the executive request to reduce 65 FTE, operating 
costs, and state special revenue by $5.5 million over the biennium due to the construction of the new state hospital, which 
will have fewer beds than the current hospital. State special revenue represents income received from the managed care 
provider. The legislature retained the state special revenue in the event the department was able to contract for care 
management with one or more other firms and wished to arrange a similar funding structure to MHAP. 


DP _7 - MSH Non-MHAP Population Adjustment - The legislature approved the executive request to reduce 35 FTE, 
increase general fund $137,001, and reduce $2 million total funds over the biennium due to the downsizing of MSH. The 


other funds reduction is in state special revenue - payments by the managed care company for MSH services for managed 
care clients. The legislature accepted the executive request, which estimated that a managed care entity would be able to 
provide community services that would help lower the number of Montanans requiring institutional care. 


DP 8 - MMHNCC MHAP Population Adjustment - The legislature approved $240,000 in state special revenue over the 
biennium to fund the increase in MHAP eligible clients expected at the Montana Mental Health Nursing Care Center 


(MMHNCC). Operating costs increase $119,930 annually, variable costs (food, drugs, laundry) increase $51,229 
annually, and medical expenses increase $65,219 annually. The legislature accepted the executive request, which 
estimated that a managed care entity would place additional persons in the MMHNCC. During fiscal 1998, MMHNCC 
served an average of about 138 clients per month. The department estimated the 2001 biennium population to increase to 
165 per month. 


DP _9 - MMHNCC Non-MHAP Population Adjustment - The legislature approved the executive request to reduce general 
fund $13,279 over the biennium and increase total funds by $9,994 due to the shift in population at the MMNNCC. The 


department estimated that more clients at the MMHNCC would be eligible for managed care services in the event the 
department negotiates new managed care agreements. 


DP _10 - Overtime, Differential and Holiday Pay MHAP - The legislature approved the executive request for nearly $1 
million in state special revenue to pay overtime, differential pay, and holidays worked at MSH and MMHNCC. The 


request is funded by income expected to be received if the state returns to contracting for management of mental health 
care services. 


PUBLIC HEALTH & HUMAN SERVICES B-95 ADDICTIVE & MENTAL DISORDERS 


PUBLIC HEALTH & HUMAN SERVICES 33-ADDICTIVE & MENTAL DISORDERS 


DP 11 - Overtime, Differential and Holiday Pay - Non- MHAP - The legislature approved the executive request for 
$362,786 general fund over the biennium to pay overtime, differential pay, and holidays worked at MSH and MMHNCC. 
General fund pays the portion of personnel costs attributable to the institution population that would not be eligible for 
managed care. 


DP_12 - MCDC Inflation - State special revenue from alcohol funds increases $147,000 over the biennium to pay for 
contracted food service and building rent at the Montana Chemical Dependency Center (MCDC). At the request of the 
executive this adjustment was raised $73,000 over the biennium to fund overtime, holiday, and differential pay that had 
been inadvertently omitted from the Executive Budget. 


DP 13 - TIER Software OTO - The legislature accepted the executive proposal to reduce general fund $306,816 over the 
biennium to remove a one-time-only cost for software. The division purchased integrated software for the three facilities 
it manages to improve the division management information system and enable the facilities to improve management of 
respective client information systems. The amount expended in fiscal 1998 was $165,408. An increase for software 
support of $12,000 per year results in the net annual decrease of $153,408. 


DP_14 - Galen Sale - General fund is reduced $102,698 each year of the biennium because the department anticipates 
selling the Galen facility and it will no longer pay insurance and maintenance costs for the facility. Galen housed the state 
inpatient chemical dependency program until it was transferred to Butte. The 1997 legislature encouraged the division to 
sell or transfer the property. 


DP 16 - MHAP Capitation Adjustment - The legislature approved the executive request for $4.2 million total funds ($1.2 
million general fund) over the biennium for increased costs of the Medicaid portion of the former MHAP contract. The 
adjustment is comprised of two components: 1) changes in Medicaid caseload; and 2) changes in the capitation rate 
(monthly payment for each Medicaid eligible recipient). The legislative funding level is $771,000 general fund lower 
than the executive request over the biennium. 


DP 18 - MHAP Professional Services - The legislature approved the executive request for $178,750 general fund and an 
equal amount in matching federal Medicaid funds over the biennium to increase contracted services for assistance in 
managing and oversight of managed care contracts and for the calculation of capitation rates for Medicaid services. The 
division is requesting $125,000 for management and oversight contract assistance. The division spent about $121,000 in 
fiscal 1998, which does not appear in the base budget because the cost was offset by sanctions imposed on and paid by the 
managed care company. The present law adjustment includes $107,500 in fiscal 2001 for the contract to develop 
capitation rates for the managed care contracts in the 2003 biennium. The cost is not included in the base year. 


DP 21 - Substance Abuse Prevention Increase - The legislature approved an increase of $4.4 million in federal funds over 
the biennium for the Substance Abuse Prevention and Treatment (SAPT) block grant. The majority of the increase is due 
to a federal reallocation of grant funds among states, which increased the Montana allocation by about $1.8 million 
annually. Funds support community programs for prevention and treatment for alcohol and drug abuse. 


DP 30 - Rate Reduction - The legislature reduced rental rates and ISD data network service rates. 
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New Proposals 
Fiscal 2000 Fiscal 2000 Fiscal 2001 Fiscal 2001 
Fiscal 2000 General Total Fiscal 2001 General Total 
Description FTE Fund Funds FTE Fund Funds 


Provider Rate Inc-CD Youth Svcs:Med : 0 4,822 ; 0 
Provider Rate Inc-Inpatient CD:Adol A 1,610 - 3,236 
Provider Rate Inc-PASARR ‘ 198 792 i 398 
Provider Rate Inc-MHAP Fixed Fund 246,442 246,442 A 499,046 
State Incentive Grant 0 2,996,448 ; 0 
HB 69--Tobacco Ed Fees : 750 750 ; 750 
Fed. Medicaid Match-Comm. CD Pilot ‘ 0 150,000 , 0 
SB 534 - Ombudsman Managed Care ; (58,926) (88,389) : (55,593) (83,389) 





Total New Proposals ; : $190,074 $3,312,475 : $447,837 $3,572,764 


New Proposals 

DP 2 - Provider Rate Increase-CD Youth Services: Medicaid - The legislature approved $2,718 state special revenue from 
the alcohol tax and $7,159 federal Medicaid funds over the biennium for rate increases to Medicaid funded chemical 
dependency providers who serve youth. The proposal includes funding for a 25 percent rate increase in fiscal 2000 to 
achieve rate parity with similar chemical dependency services and a 1 percent provider rate increase in fiscal 2001. 


DP 3 - Provider Rate Increase-Inpatient CD: Adolescents - The legislature approved $4,846 general fund for a 1 percent 
provider rate increase each year of the biennium for inpatient chemical dependency service providers. Children served in 
this program are not Medicaid eligible, so the rate increase is funded from general fund. 


DP 4 - Provider Rate Increase-PASARR - The legislature approved $596 general fund and $2,384 total funds over the 
biennium for a 1 percent annual provider rate increase for the administration of the PASARR survey. The survey is given 
to persons in nursing home care and those entering nursing home care to assess whether they have dementia. 


DP 6 - Provider Rate Increase-MHAP Fixed Fund - The legislature approved $745,488 general fund over the biennium for 
a 1 percent rate increase each year of the biennium for mental health services provided to persons who are not eligible for 
Medicaid, but whose income is less than 150 percent of federal poverty level ($25,050 for a family of four in 1999). 


DP 13 - State Incentive Grant - The legislature approved 4.0 FTE and $3 million federal funds each year of the biennium 
to continue a state incentive grant from SAMHSA received in fiscal 1998. The appropriation and funding for the FTE are 
approved as a one-time-only appropriation. The majority of the grant (85 percent) is distributed to Montana communities 
to develop effective, broad-based, primary prevention programs for substance abuse among Montana youth. 


DP 16 - HB 69--Tobacco Education Fees - HB 69 eliminated the statutory appropriation of tobacco education fees and de- 
earmarked the fees to the general fund. This adjustment adds $1,500 general fund for the biennium. 


DP_17 - Federal Medicaid Match-Community Chemical Dependency Pilot - The legislature approved $300,000 federal 


funds for the biennium to be used to fund pilot community outpatient chemical dependency Medicaid programs. The pilot 
projects will expand the availability of Medicaid funding for chemical dependency services by funding outpatient 
programs other than those operated by a hospital. 


Local entities will provide the matching funds for the pilot programs. The legislature added language requiring the 
department to evaluate and report on outcomes of the pilot program. The appropriation may only be used for the chemical 
dependency pilot program and is a biennial appropriation. 


DP 18 - SB 534 - Ombudsman Managed Care - SB 534 created an ombudsman position attached to the Mental 


Disabilities Board of Visitors, which is attached to the Governor’s Office. The legislature funded the position by 
reallocating funds from the Addictive and Mental Disorders Division. The legislature reallocated $114,519 general fund 
and $57,259 federal funds over the biennium. 
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Language 

ieee of the elimination of the statutory appropriation of tobacco education fees and the de-earmarking of the fees to 
the general fund by House Bill No. 69, item [Addictive and Mental Disorders Division] has been increased by $750 in 
general fund money in fiscal year 2000 and by $750 in general fund money in fiscal year 2001. If House Bill No. 69 is 
not passed and approved in a form that eliminates the statutory appropriation and de-earmarks the fees, then the general 
fund amounts in item [Addictive and Mental Disorders Division] are reduced by $750 in fiscal year 2000 and by $750 in 
fiscal year 2001. 


Money appropriated in item [Mental Health Managed Care Contracts] may not be expended unless the department has 
given the 180-day notice of termination provided in the mental health access plan contract. 


Money appropriated in item [Mental Health Managed Care Contracts] may be used only to implement the mental health 
care plan provided for in Senate Bill No. 534, contingent on passage and approval of Senate Bill No. 534. 


If Senate Bill No. 534 is not passed and approved, item [Addictive and Mental Disorders Division] is increased by 
$58,926 in general fund money and $29,463 in federal special revenue funds in fiscal year 2000 and $55,593 in general 
fund money and $27,796 in federal special revenue funds in fiscal year 2001. 


Funds in item [Medicaid Matching Funds — Community CD Pilot Programs (Restricted/Biennial)] must be used to fund 
pilot community outpatient chemical dependency Medicaid programs. Funds in item 10d may not be used for another 
purpose or transferred to other programs. The department shall provide an evaluation and documentation to the 
Legislative Finance Committee no later than September 1, 2000.” 


"The department shall incrementally implement Senate Bill No. 534, contingent on passage and approval of Senate Bill 
No. 534.” 


The department shall institute copayments for persons served in the mental health managed care program as allowed 
under 53-6-131(10).” 


“The department shall encourage successful contractors to also serve persons who need mental health services but who are 
not eligible for services under the state mental health managed care plan. The department shall encourage successful 
contractors to establish fee schedules at the discretion of the contractor to serve persons ineligible for services under the 
state mental health managed care plan. 


The department shall provide for consumer involvement and input in developing requests for proposals, evaluating 
proposals, and implementing the mental health managed care contracts. 


The department shall establish and include outcome measures in the mental health managed care contracts. 


The department shall explicitly identify in its mental health managed care plan how the Montana state hospital will be 
integrated into the regional mental health managed care contracts, how all services provided by the Montana state hospital 
will be funded, and how rates and charges for all services at the Montana state hospital will be established. The 
department shall provide this information to the legislative finance committee and other appropriate legislative 
committees no later than July 1, 1999.” 


The department shall establish a process that allows for public input and comment. The process must specify defined 
times and opportunities for public input when interested persons may comment on the request for proposals for the mental 
health managed care program, related contracts that the department may let, state mental health managed care policies, 
transition to the mental health managed care program, implementation of the new program, and oversight of the program. 
The department shall consider public comment and input that it receives. 


The department shall provide biweekly reports to interested persons and the public on the transition to the new system of 
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mental health managed care. 


The office of the governor shall provide oversight of the implementation of Senate Bill No. 534, contingent on passage 
and approval of Senate Bill No. 534. 


In accordance with 17-8-103, the department may not spend more general fund money for mental health managed care 
services than was appropriated in [this act]." 


"If the occupancy date for the new Montana state hospital is delayed beyond October 1, 1999, the department and the 
Department of Administration shall pursue the assessment of any penalties allowable under the construction contract 
because of contractor liability for delays. The department is appropriated up to $700,000 in state special revenue funds 
over the biennium from penalties collected from the contractor." 
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